Clhe Burroughs 





Clearing House 














i cedtind’ POR 61,007 Copies 
: JUNE, 1935 ve 
3 OUR MONETARY POLICY 
: By ARTHUR CRAWFORD 
yf 
: @ 
; Pushing Modernization Loans 
By W. C. GILMORE 
@ 
Travel Department Profits 
By FRED B. BARTON 
-~ 9 
And Other Features 
COSTS—THE BASIS OF OPERATING CONTROL ....RECENT COURT DECISIONS.... 
INVESTING TRUST FUNDS .... A STEP-BY-STEP DISPLAY .... WASHINGTON OUTLOOK 








Burroughs 









CIPHERS 


PRINT 
AUTOMATICALLY 


There is no cipher 
key on a Burroughs. 


Two or more keys can be depressed at a 
single stroke. 


INSTANT 
TOTALS 


This Burroughs Adding Machine has many new, improved 
features that make figuring faster, easier, more accurate. ' 
To take a total, depress the total key. At this single motion 
It eliminates many needless motions. It provides many the machine operates and prints the total. 
operating short-cuts POSSIBLE ONLY on the standard 


visible keyboard. It is also typically Burroughs in work- =) 
SIMPLE > | 


SUBTRACTION Me 


manship, quality and long life. For a demonstration or 


descriptive folder, call or write the local Burroughs office. 


BURROUGHS ADDING MACHINE COMPANY 


DETROIT, MICHIGAN To subtract, touch the “minus” bar. To add, touch the “plus” 
. bar. Subtraction is as fast as addition. 


Accounting, Billing and Calculating Machines 
Typewriters * Cash Registers * Posture Chairs ¢ Supplies 











B 


ad 
H 


tic 
we 


P 


ele 
th 
} tic 
th 
| if 

















<LETTERS- 


| 








Beginning the Sixteenth Year 


Sirs: If not inconsistent I should appreciate having my name 
added to your mailing list to receive The Burroughs Clearing 
House. 

I have been receiving this valuable clearing house of informa- 
tion during the past fifteen years of my banking experience and 
would feel lost without it now. 

Cart K. WitHErRs, Commissioner, 
Department of Banking and Insurance, 
State of New Jersey, Trenton, New Jersey 


* ¢ 


Preventing Forgery Losses 


Strs: Because of the ever increasing number of check forger- 
ies, criminologists have termed this branch of crime, “The World’s 
Fastest Growing Crime.” 

Our wide experience in adjusting forgery losses has led us to 
the definite conclusions that many losses could have been pre- 
vented. 

With suggestions and assistance from many prominent banking 
institutions, and our many years of investigation and experience 
with forgery claims, the National Surety Corporation has compiled 
a treatise of “Suggestions for the Prevention of Forgery Losses 
in Banks’”’—a copy of which is attached. 

An alert and well-informed bank personnel is the best defense 
against the forger. Therefore, we are anxious to have as many 
bank officials as possible read this treatise. 

J. A. GERNHARDT, Advertising Manager, 
National Surety Corporation, 

New York, N. Y. 
Epitor’s Note: This is a twelve-page treatise that will be found both infor- 
mative and helpful. It is an authentic handling of the subject, contains much new 
material, and is of particular interest at the present time. Requests for gratis copies 
may be addressed to: Editor, The Burroughs Clearing House, Second Boulevard 

and Burroughs Avenue, Detroit, Michigan. 


« 


Preferred for Bank Directors 


Strs: Mr. W. W. Jones of Camden, Alabama, was recently 
elected a director of the Bank of Pine Apple. He has requested 
that the writer put him in touch with a worthwhile bank publica- 
tion, and I know of no publication in our field more informative 
than The Burroughs Clearing House. It will be greatly appreciated 
if vou will add the name of Mr. Jones to your mailing list. 

Davip Apams, Cashier, 
Bank of Pine Apple, 


Pine Apple, Alabama 
 ¢ 


Building a Steel House 


Sirs: We think bankers will be interested in a record just 
established in Washington when the entire frame of a steel-frame 
seven-room house and garage was completed by five men fifteen 
hours after the first steel was bolted into place. Prefabricated 
steel was used throughout for exterior walls, partitions, floors, 
roof and garage. This is an innovation in home construction and 


should constitute an important outlet for steel and other products 
of the durable goods industries. 
REPUBLIC STEEL CORPORATION, 
901 Shoreham Building, 
Washington, D. C. 
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A Better Housing Banner City 


Sirs: The National City Bank of this city was kind enough 
to lend us your March edition of The Burroughs Clearing House, 
and the article “Answering Inquiries on FHA Mortgages” we find 
to be the best thing to put before the public because of the pre- 
liminary estimate sheet and schedule of payments. 

If it is possible we would appreciate a copy for our office. 

We are trying to make Rome, Georgia, the banner city for 
BETTER HOUSING, and to date we have almost $400,000.00 
pledged, and have just begun Title No. 2, or new building. 

W. H. Carmack, Office Manager, 
Floyd County Better Housing Program, 
Rome, Georgia 


Of Interest to Public Relations Men 


Sirs: Letters in response to my article, “Answering FHA 
Inquiries,” in the March issue, are still coming in. A tabulation 
of the inquiries shows that so far I have had 54 letters from 27 
States and Canada. 

You may be interested in knowing that I have been working 
on a column for Liberty. The last word I had it was to start with 
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CONVERSATIONS 


Exchanging “points of view” helps shape many 
an important decision. Typical is the thought 
frequently expressed when business men talk 
of Cleveland— 

“If you do business in the Cleveland area, a 
good bank connection is Central United 


National.” 





CENTRAL UNITED 


NATIONAL BANK 
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of Cleveland 


10’S LARGEST NATIONAL BANK 


* * * * 
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L E T T E R S (Continued) 





the issue of May 18. Also started a radio 
program over our local Columbia System 
station a few weeks ago. Take up popular 
customs and superstitions—tracing these 
down to their origin and giving interesting 
sidelights on each one. Between m 
column and the radio program, my wor 
at the bank, editing the “Denver Banker,” 
and various other things, I manage to 
keep pretty busy. 

If you do notice the Liberty column, I'll 
be glad to get your comment. 

R. E. Doan, 

Director of Public Relations, 
The Denver National Bank, 
Denver, Colorado 
¢ ¢ 


Inaugurating an Essay Contest 


Strs: This organization is on the verge 
of inaugurating a public essay contest as a 
means of encouraging a more thoughtful 
understanding toward banks and bankers. 

As part of the program, we plan to set up 
small reading libraries in each town in the 
district, consisting of banking periodicals, 
etc., to which we desire to call particular 
attention. We are therefore writing to 
ask if you will kindly send us a com- 

lete file of The Burroughs Clearing House 
rom January, 1934, to date. 

I have an idea that this project will prove 
of interest to some of your readers who are 
confronted with a similar public relations 
problem. If you so request, we will be 
glad to send you a complete set of literature 
as soon as completed. 

WILLIAM E. JOHNSON, 

First Nebraska Regional Clearing 
House Association, 
Fremont, Nebraska 


¢ ¢ 


Stolen Bonds 


Strs: I am enclosing a list of stolen 
bonds that is self-explanatory. 

I do not know whether under your 
policy op would be permitted to circulate 
through your magazine the numbers of 
these bonds. However, if you can, we 
would appreciate any co-operation you 
might give us in getting this information 
to the banks over the “gia 

The Bond Numbers: U. S. Liberty 1st 
3%’s June 15, 1947-32, Nos. 1239937- 
38-39-40-41-42, 1269180-81-82-83-91 each 
for $1,000. Federal Farm Mortgage 3’s 
1942-47 Nos. 60522B for $1,000 and 
111280L for $100, HOLC 234’s X249703C 
and X151525E each for $500 and R271194D 
for $50 and P289478J for $25. 

H. T. Hespon, Assistant Cashier, 

Frost National Bank, 
San Antonio, Texas 
¢ ¢ 


Banking By Mail 


Strs: Inthe May issue of The Burroughs 
Clearing House is an article, “Handling 
Deposits by Mail,” by Frank K. Hays of 
the Lake Shore Trust and Savings Bank, 
Chicago. 

I am interested in securing the name and 
address of the printer who prints forms as 
shown in your magazine. If you can give 
us this information we will appreciate it. 

M. B. Lane, Assistant Cashier, 

The Citizens & Southern National Bank, 
Valdosta, Georgia 


Eprror’s Nore: Attention is called to the fact that 
this is a patented envelope. This is noted on the form 
reproduced in the May issue. The name and address 
of the supplier will be furnished on request. 
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Our MONETARY 
POLICY 


... and the parts played by gold, silver, 


commodity prices and foreign currencies 


by 


ARTHUR CRAWFORD 


HAT have 
of the 
policies? 

Like similar questions with respect 
to other issues involving the New 
Deal the answer depends upon one’s 
individual views upon underlying 
principles. The monetary authorities 
who from the start were critical of the 
administration program are more firmly 
of the opinion that it was based on 
fallacious theories. On the other hand 
those who approve, while admitting 
that everything that was hoped for 
has not been accomplished, insist that 
the effects on the whole have been in 
line with the objectives and have 
been beneficial. 

Appraisal of what has taken place 
is made difficult by the fact that the 
monetary laws and administrative 
actions form only one part of the 


been the results 
Roosevelt monetary 
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GOLD 


Ewing Galloway 


program to influence economic condi- 
tions. Thus it is impossible to appor- 
tion the respective shares of responsi- 
bility for higher prices among the 
National Recovery Administration, the 
Agricultural Adjustment Administra- 
tion, the Public Works Administration 
and monetary factors. There are 
similar complications as one seeks to 
segregate elements which have con- 
tributed to lower interest rates. There 
are basic differences of opinion as to 
whether higher prices and _ lower 
interest rates are altogether desirable. 
In making comparisons there is no 
way of knowing what might have 
been the situation under different 
policies. 

Gyrations of silver prices and fluctu- 
ations of currencies in world exchanges 
have made the public aware that 
American monetary policies have had 


SILVER 


Ewing Galloway 






























Henry Morgenthau, Jr., Secretary 

of the Treasury; and below, 

Marriner S. Eccles, Governor of 
the Federal Reserve Board 
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A scene in the Bank of Mexico, Mexico City, when mounting prices for silver made it more profitable - 


a perceptible effect. Such manifesta- 
ions of the influence of these policies 
have given rise to criticism. Never- 
theless, administration defenders are 
unwilling to concede that an improper 
course has been followed. 

Sufficient time has elapsed to make 
it appropriate to review what has 
taken place since a_ reshaping of 
monetary policies commenced as part 


of what has been described as the 
“Roosevelt revolution.”’ 
EVELOPMENTS since the 


change in administration on March 
4, 1933, have centered around the 
following actions and legislative enact- 
ments: 

1. Abandonment of the gold stand- 
ard during the period of the bank 
holiday immediately after the inaugu- 
ration of President Roosevelt. 

2.’ Enactment of the Thomas Infla- 
tion Amendment to the Agricultural 
Adjustment Act in May 1933. 

3. Abrogation of the gold clause in 
June 1933. 

4. Rejection of international cur- 
rency stabilization at the time of the 
world economic conference at London 
in July 1933. 

2. Gold purchases under the Warren 
plan commencing in October 1933. 

6. The silver purchase order of 
December 1933 and subsequent amend- 
ments in compliance with the agree- 
ment of the London Conference. 

7. Enactment of the Gold Reserve 
Act and devaluation of the dollar in 
January 1934. 

8. Enactment of the Silver Purchase 


THE 


to melt pesos than to hold them as currency 


Act in June 1934 followed by inaugu- 
ration of a program for an enlargement 
of monetary reserves. 

9. Advocacy by the administration 
in the early months of 1935 of amend- 
ments to the Federal Reserve Act 
which together with other laws would 
provide a more complete control of 
the new managed currency system. 

Whether the United States should 
have abandoned the gold standard 
always will be a matter for argument. 
The theory of the administration was 
that the abandonment of gold by 
Great Britain and other countries had a 
deflationary effect upon domestic prices 
in the United States. The non-gold 
countries were able theoretically to 
undersell the United States in the 
markets of the world, the effect being 
to depress our prices to a competitive 
level. The administration attitude 
was in conformity with its theory that 
higher prices were desirable and that 
advancing prices would stimulate in- 
dustry and restore prosperity. The 
opposing school of thought doubted 
that the non-gold countries had any 
real advantage over the United States, 
feared that our abandonment of gold 
would lead to a currency war which 
in the end would hurt us more than it 
would help us, believed that it was 
the relation between costs and prices 
rather than higher prices that was 
important and insisted that while a 
revival of industry would stimulate 
prices it was not true that rising prices 
would revive industry. 

The United States abandoned gold 
as a deliberate policy. It was not 
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News Photo 


forced to do so by any shortage of 
gold reserves as had been the case 
with Great Britain. 

At the time this step was taken a 
comprehensive monetary program had 
not been worked out. It was thought 
that no further action might be needed 
to restore commodity prices to a level 
comparable to that of the pre-depres- 
sion period. There was an immediate 
effect upon such commodities as cotton 
and wheat which are involved in 
international trade but prices generally 
did not respond to the extent desired. 

The Thomas Inflation Amendment 
was a political expedient which was 
accepted by President Roosevelt to 
avert mandatory legislation. This 
amendment, under which permissive 
authority was given to expand Federal 
Reserve credit through open market 
operations or direct purchases by 
Reserve banks of Treasury obligations 
and to issue greenbacks, has been 
important chiefly as a buffer against 
the constant threat of inflationary 
measures. The administration has not 
thought well of currency expansion 
proposals although it has sought to 
expand credit, a course which has 
inflationary possibilities fully as great 
as through the issuance of new cur- 
rency. Two provisions of the Thomas 
Amendment which have been made 
use of are the authority to devalue the 
dollar, later modified in the Gold 
Reserve Act, and authority to establish 
bimetallism which was the technical 
basis for the silver purchase order of 
December 1933. 

The abrogation of the gold clause 
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was consistent with the policy of 
establishing a new value for the dollar. 
One of the rebuffs suffered by the 
administration was the invalidation 
by the Supreme Court of the United 
States, of the abrogation of the gold 
clause in outstanding government se- 
curities. Fortunately for the adminis- 
tration, the decision, which upheld the 
gold clause abrogation on _ private 
contracts, had no practical effect 
beyond a possible injury to the govern- 
ment’s prestige. 

The London Conference marked a 
turning point in the formulation of 
monetary policy. It was then that 
the President definitely committed 
himself to a preference for domestic 
price stability over international cur- 
rency stabilization. Such a policy had 
been foreshadowed by abandonment 
of the gold standard but in the con- 
ferences with Prime Minister Ramsay 
MacDonald and representatives of 
other countries in April and May 1933 
the impression was given that this 
country would go forward with the 
movement for currency stabilization, 
which was expected to culminate in an 
agreement at the world conference. 
Undoubtedly the attitude of the 
United States was the chief factor in 
the collapse of the conference at 
London. 


‘THE initiation of gold purchases in 

October 1933 in accordance with the 
plan of Professor George F. Warren of 
Cornell University was intended to 
act as a spur to the upward movement 
of commodity prices. Professor War- 
ren’s theory was that the dominant 
influence upon prices was world mone- 
tary gold stocks. An increase in the 
price of gold meant an increase in the 
world supply. By buying gold at 
successively higher prices it was Pro- 
fessor Warren’s belief that commodity 
prices could be forced upward until 
they reached approximately the 1926 
level. 

The gold purchase plan had been in 
effect for only a few weeks when the 
President issued his silver purchase 
order in December 1933. Under this 
order, which was intended to carry 
out the pledge of the United States in 
the London agreement to withdraw 
from the market or absorb in its cur- 
rency system about 24,000,000 ounces 
of newly minted domestic silver annu- 
ally for four years, silver producers 
received 6414 cents an ounce, the 
other half of the monetary value of 
$1.29 being retained by the govern- 
ment as seigniorage. The market price 
at the time was about 45 cents. The 
silver enthusiasts supposed the effect 
of the order would be to raise the 
world price quickly to the 641% cents 
level but this did not happen. 

The Gold Reserve Act, under which 
the Warren policies continued to pre- 


vail, contained authority to adjust 
the gold content of the dollar in a 
range between 50 and 60 per cent of 
the old basis and provided a new 
managed inconvertible currency sys- 
tem. Devaluation of the dollar to 
59.06 cents, the equivalent of a price 
of $35 an ounce for gold as against the 
century-old price of $20.67, was de- 
signed to assist in the restoration of a 
commodity price level comparable to 
that of 1926. 

The Silver Purchase Act established 
a policy under which the Treasury was 
authorized at its discretion to purchase 
silver with a view to broadening the 
metallic monetary base until silver 
represented one-fourth of the total or 
until it reached its monetary value. 
Nationalization of silver stocks held in 
this country was accomplished under 
an order issued in August 1934 and 
gradual purchases of silver abroad 
were commenced. It was these pur- 
chases which forced the world price 
upward until in April 1935 it passed 
6414 cents, causing the President to 
revise the executive order of December 
1933 for the purchase of newly mined 
domestic silver. The seigniorage rate, 
originally 50 per cent, was cut to 45 
per cent and then to 40 per cent which 
meant a price in excess of 77 cents 
an ounce. 

In advocating amendments to the 
Federal Reserve Act embodied in the 
banking bill before Congress in the 
present session, the administration had 
in mind the rounding out of control 
over a managed currency system. 
Under the Gold Reserve Act the 
Treasury was given power to expand 
credit through the use of gold certifi- 
cates deposited with Federal Reserve 
banks. The certificates represent 
partly the gold profit from devaluation 
and partly other gold from the 
steadily increasing stocks in the 
Treasury. Under the Silver Purchase 
Act the Treasury similarly has power 
to expand credit through the use of 
silver certificates based on newly pur- 
chased silver, including silver repre- 
senting profit. The gold and silver 
thus under the control of the Treasury 
aggregates potentially some billions of 
dollars which can be expanded in the 
form of bank credit tenfold or more. 
To obtain complete control of currency 
and credit the government has desired 
to make the open market and other 
operations of the Federal Reserve 
banks more directly subject to the 
will of the Federal Reserve Board 
which in turn would work in close 
harmony with the Treasury and the 
President. 

In appraising the results of mone- 
tary policies, commodity prices, the 
silver situation, Treasury financing 
and foreign exchange fluctuations fur- 
nish indicators of trends. 

A fair conclusion from (See page 22) 





An exchange window at Shanghai. 
Rising prices for silver brought its 








problems to China 





Silver bars at the International Bridge, 
Laredo, Texas, on their way from 
Monterey to Philadelphia 








It is notable that the gold flow con- 
tinues to the United States as this 


shipment indicates 
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/ Department 


How one bank operating in a city of 
40,000 population developed a travel 
service department that pays profits 














N January 1931 a woman customer 
of the Markle Banking & Trust 


Co., 
paid for a cruise ticket to the West 


Hazleton, Pa., bought and 
Indies. The sale was handled by the 
bank’s new business department. In 
April of that year the bank was 
accepted as an accredited steamship 
agency. That was the start of its 
travel department. 

Last summer this bank sent 208 
persons out of the country on cruises 
and ocean jaunts, short and long. 
Sales in 1934 amounted to better than 
$20,000 which is a lot of traveling when 
you consider how low travel rates 
now are. Commissions every year 
have doubled over the year before. 
Last year they were over $1,600, 
which is not bad when you remember 
that Hazleton is a town of 40,000, that 
the first class travel of the town used 
to go to New York travel agencies, 
and that the third class travel or 
steerage trade doesn’t exist any more. 
Ilazleton has a _ preponderance of 
Italian, Slavish and Polish laborers in 
its coal mines and factories, but they 
don’t go back and forth as often as 
they used to. 

It takes a while to get a travel 
business started, and so the Markle 
Banking & Trust Co. is not impatient 
for immediate big volume. It knows 
that tourist trade, properly handled, 
is a repeat business. Once folks get 


° * 


Travel bureau of the Mellon Na- 

tional Bank, Pittsburgh, Pennsyl- 

vania. The Mellon bank issues its 
own traveler’s checks 


National Bank, 


bitten by the travel bug, they itch to 
be off on another voyage. Every 
returned traveler gives talks to the 
Rotary Club or the Ladies Aid or the 
Boy Scouts and does a lot of volunteer 
talking on the side. You can count 
on generous word-of-mouth advertis- 
ing, which all helps to plant the seed 
for future business. 
Travel business is good business, 
too. You have no cash invested. You 
get your commission, in full, when the 
sale is made. You encounter no great 
expense, except for desk room and 
some time and considerable patience 
and the knack of reading time tables. 
All you need, in fact, to start a 
travel department is a man or woman 
with the knack of selling travel, and 
room for a desk, and $20 or more 
depending on the population of your 
town. The $20 pays your first year’s 
membership in the Transatlantic Pas- 
senger Conference. Once established, 
you are protected against any new 
agencies in your town. You may be 
asked to post a bond before they trust 


[ Photos—courtesy of The American Express Company, the Mellon | 
and the Markle Banking & Trust Company 


you with blank tickets forms. But 
the literature is given you free by 
steamship companies, hotels, travel 
resorts and the publicity departments 
of foreign countries. Handsome litho- 
graphs of big new ships, in substantial 
frames, are sent you gratis. Later on 
you may spend $35 or so for a display 
rack for the lobby to hold travel 
literature, but this is something of a 
luxury. 

The most important factor in the 
whole department is the man. He, 
obviously, must have done enough 
traveling to be able to answer any and 
all sorts of timid questions. He must 
know something about foreign coun- 
tries. He must be able to anticipate 
troubles, so that his customers won’t 
be irritated by missing a meal—or as 
has happened —arriving at 12:05 noon 
to catch a boat which had already 
sailed at 12:05 midnight. 

The man at the Markle Banking & 
Trust Company is J. E. Southwell. 
For twenty-two years he traveled, 
selling railroad supplies. Eleven of 











ES OTS OE a até“? 


aor”.mUC(‘(C LHC rUrUrlClU OORT Ore ee Y 


= eS 
Pry oo: 





June, 1935—THE BURROUGHS CLEARING HOUSE 


Profits 


by 


« 


FRED B. BARTON 


these years he lived in foreign coun- 
tries. He had to quit the road because 
of ill health. Coming to Hazleton to 
visit his mother he met Mr. Alvan 
Markle, Jr., president of the bank 
which the Markle family founded in 
1867. Southwell arranged to handle 
the bank’s new business, as contact 
man, along with the bank’s advertising. 
That was in 1926. He still handles 
those two jobs, along with travel, 
and also does some broadcasting, of 
which more will be said presently. 

You need an office to sell travel, but 
most of the talking has to be done 
outside. You call on people in their 
homes. You do a great deal of indi- 
vidual sales work. Some folks you 
talk to today may not go until a year 
from now, but you have to break a lot 
of new ground all the time. 

“Why don’t you and your wife take 
a short trip to Europe this summer and 
come home on the maiden voyage of 
the new French liner, the Normandie?” 
Southwell asks a prosperous business 
man. The idea takes hold and becomes 
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J. E. Southwell, new business man of the Markle Banking & Trust Company, 
Hazleton, Pennsylvania, assists a customer who is planning a trip to Europe 


attractive and real. Several local 
people have already reserved space. 

““You’ve always talked about a trip 
to Ireland. Now this year is a good 
time to go. Rates are attractive. 
Several lines make stops there. I’ve 
got folders of several steamship com- 
panies, as well as deck plans of two 
or three different boats. I’ve got the 
cost figured out for you. Now let’s 
talk about this trip —your trip.’ The 
woman goes. 

There’s a doctor in Hazleton who 
takes a cruise every spring, in March 
or April. It is his yearly vacation. 
Other old-timers have taken several 
cruises. Getting their signatures on a 
ticket contract is largely a matter 
of suggesting something new. Most 
people, incidentally, do the conven- 
tional thing; they want to visit the 
places they have always heard of and 
want good meals on the way. 

For neophytes in the art of travel, 
the cruise is of course the thing. On 
a cruise you are entertained every 
minute. A hostess arranges a mas- 
querade party for people who are 
slow about getting acquainted. An 
orchestra plays for you. Somebody 
arranges deck sports, pools, raffles, 
ping-pong matches and other contests. 
If you take an educational cruise you 
are personally conducted through mu- 
seums, cathedrals and ancient ruins 
and brought back to the steamship for 
a comfortable dinner on board at 
night. A cruise is a ready-made 
commodity; a package, so to speak. 
It is priced attractively to sell. 


o¢ 


The most famous travel address in the 
world is that of The American Ex- 
press Company, 11 Rue Scribe, Paris 


Last year a stenographer in this 
bank took her first cruise, and of 
course bought her ticket right in the 
bank. It was a twelve-day affair. 
“I. like a cruise and want to go again,” 
she reports, eyes sparkling. “It doesn’t 
cost any more than two weeks at the 
seashore. And best of all, you pay 
for it in advance and know exactly 
what you are going to get and what 
it’s going to cost.” 

Southwell has been able to bunch a 
number of Hazletonians on the same 
cruise. On a trip to Nova Scotia last 
summer he booked twenty-one pas- 
sages. Twelve customers took an 
eight-day trip to Bermuda and Nassau 
as the result of a friendly tip from a 
customer. He followed up this lead, 
talked to the people, and the whole 
dozen went together. There’s such 
a thing as making traveling popular. 

Last winter he booked half a dozen 
tickets on a plane to Miami with hotel 
reservations at that end. P.S. You 
can collect 10 per cent commission 
from hotels and a commission from 
air lines, but you get nothing for 
selling a railroad ticket. Southwell 
handles rail tickets as a courtesy, but 
where possible he sells space in a plane. 


PEOPLE travel for different reasons. 
Some want a gay time. Some want 
a complete rest. Some want crowds 
of people and excitement every minute. 
Others want a quiet deck chair and lots 
of books and plenty of sleep. 
Southwell sizes up each prospect 
and supplies the kind of information 
that seems to interest him. Some 
want to make sure their rooms are 
handy to the stairway or elevator and 
close to the bath. Some want a room 
on the sunny side of the ship, and not 
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too far forward or aft. A few want to 
travel luxuriously, regardless of the 
cost, while a few others would chisel 
if they could. Most people want 
comfort and privacy and a good run 
for their money. 

“The important thing is to give 
a customer what he or she will enjoy,” 
says Southwell. 

“Some folks start thinking about a 
trip to Bermuda. They read the 
steamship ads and note that the price 
is $60 and up. They don’t consider 
that the $60 rooms are inside rooms, 
probably down on D or E deck. I 
know, from the way they live at 
home, that they would be unhappy 
anywhere below B deck, and that they 
ought to have and can afford to have 
a room with bath. That may run 
$105 apiece for the same trip. But 
I’m sure they will come back pleased 
and won’t begrudge the extra money. 

“Other people, especially seasoned 
travelers, say they only use their 
staterooms to sleep in, so they'll 
put their money in a longer trip and 
take cheaper rooms. We can fix 
them up too. A good many boats 
now are Tourist class throughout, so 
that people can travel thriftily without 
being told there are some parts of the 
ship they are not permitted to use. 

*““A while ago a woman customer of 
ours had occasion to visit Australia. 
It was an expensive trip and she 
hesitated at paying the first class fare. 
So we arranged accommodations on a 
freighter. Of course we made sure 
that the boat would be clean enough 
and the food good enough so that you 
or I would be willing to travel on it 
ourselves.” 


F course a lot of backing and filling 

has to be gone through before some 
people get set for a trip, say, to 
Europe. They have to satisfy their 
consciences that this is the time to 
spend the money. 
a new will—turn their affairs over to 
some trusted person —arrange to have 
insurance premiums and club dues 
paid during their absence—shut off 
the gas and farm out the family cat 
and otherwise arrange for their home 
world to get along without them. 
Sometimes the bank can arrange an 
agency account to take care of some 
of these worries. Of course the new 
business department works all the 
angles it can! 

There’s a lot of incidental sales work, 
though, that is pure missionary effort. 
The bank has to explain how to get a 
passport. The customer obtains a 
birth certificate or, lacking that, an 
affidavit from some established person 
as to the place and date of birth. This 
has to be sworn to and presented, 
with a signed application, to the Clerk 
of Court at Wilkes-Barre who, fortu- 
nately, has an office in Hazleton right 


They have to make. 
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above the bank. In a week or nine 
days the customer has his passport. 
The bank also arranges with the 
steamship company or with the various 
consuls in New York City for any 
visaes and entrance fees that the trip 
may require. 

It is possible for this bank to sell 
a ticket from Hazleton on, say, an 
obscure little line direct to Poland, 
with railroad tickets across the conti- 
nent of Europe to any spot in Europe. 
Southwell has prices and blank ticket 
forms. A monthly magazine, pub- 
lished in San Francisco for $7.50 a 
year, keeps him posted on schedules. 
Frequent bulletins from the steamship 
companies add to and subtract from 
what he is permitted to sell. It’s a 
responsibility, because his scratch of 
a pen may obligate a big steamship 
company to reserve a suite, or a foreign 
railroad company to expect a passen- 
ger. You’ve got to know your figures. 
You’ve got to operate in accordance 
with the rules of the steamship pas- 
senger conference. 

Fortunately, Southwell can draw on 
others for help. American Express, 
Raymond Whitcomb and lesser travel 
bureaus spread their magic carpet to 
take a passenger off your hands at a 
moment’s notice. The steamship com- 
panies stand ready to help, partly with 
exciting and explicit literature, partly 
with timely excursions 
(the boat lines are very 


a bank form marked CREDIT and 
sends the money on its way, as follows: 
Suppose the customer has paid $400 
for two cruise tickets on say, the 
French Line. The blank will read: 
New York Draft to French Line, $360; 
Our commission, $40; Total, 400. 
Credit Travel Dept. —J. E. S. 

“We've got to have this transaction 
down in black and white, to show the 
steamship company’s inspectors that 
we didn’t split the commission with 
the customer,” says Southwell. “And 
if we issue a refund, for any reason, 
we have to put that down, too.” 


WHILE ago, for instance, a cus- 
tomer, driving through to New 
York, wrecked his car in Allentown 
and missed the boat. His trunk was on 
board. The steamship company gra- 
ciously refunded the price of the ticket. 
The Travel Department keeps a 
ledger of its own. One page is devoted 
to each steamship company dealt with. 
On a single line is entered the cus- 
tomer’s name, the date, amount of 
the trip, commission, ticket number, 
and all other pertinent information. 
Whenever the bank is audited, the 
Travel Department has the auditor 
check up its blank tickets and report 
back to the steamship companies to 
see that the bank’s records agree with 
their records. These (See page 32) 





promotional minded) 
and even send a man 
to call on a_ tough 
prospect with you, if 
you wish. 

One steamship line 
makes traveling easy by 
permitting folks to pay 
for the trip after they 
get home. But the 
Markle Banking & 
Trust Co. doesn’t push 
this sort of thing. The 
reason is obvious; if 
he’s busy paying for a 
dead horse, he can’t 
take another trip very 
soon! Better to work 
on the prospect who 
has ready cash. 

There’sa bushel of red- 
tape connected with 
selling travel, you can 
be sure. Suppose you 
get all that handled. 
Suppose the customer 
understands what he 
wants to see, how long 
he wants to spend see- 
ing it, how expensive 
he wishes to make his 
trip. Suppose you make 
out his ticket properly 





CUNARD 2 WEEK 


-A-BREEZE 
VACATION CRUISES amos 
MAURETANI A Si day das 


BERENGARIA 





La Guaira, Curacao, 

Panama and Havana. 

The Leeward and Windward Islands ‘passed in daylight 

review. 13 days $135 up. (Aug. 20 cruise a day longer, 
$145 up). 


From N. Y. July.7, 21, Aug. 4, 20, Sept. 8 


Sail northward in the Fran- 
FR ANCONI A conia. World Cruiser Extra- 


ordinary. To Saguenay, 
— Newfoundland and 
Bermuda. 13 days... $115 uw 


From N., Y. July 28, y ol 11, Aug. 25 


July 4th Week-End 
Cruise to Bermuda — 
Nearly 5 days with 2 
whole days and a night ashore. The luxurious Berengaria 

-one of the two largest steamers in the world. . .super- 
lative entertainment $60 up, shore excursion included. 


From N. Y. June 29... Ret. July 4 (P. M.) 








FIRST CLASS SERVICE THROUGHOUT. NO PASSPORTS. 


For Further Information Consult Canard Local Agent. 


Travel Department « 


MARKLE BANKING & TRUST CO. 


HAZLETON, PA. 


SAVE ON PAY DAY 





and collect his money. 
What then? 
Southwell writes out 


Twice a week the local papers carry an ad 
featuring travel, 


exchange, or some department of the bank 


savings, checking, foreign 
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by 


HENRY D. RALPH 


Washington Correspondent, The Burroughs Clearing House 
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The banking bill goes to the Senate ... Projects for the huge work 
relief program... The outlook for treasury financing... HOLC Omni- 


bus bill... Utility regulation .. . Co-ordinating bank examinations 


Banking Bill in the Senate 


Action on the Banking Act of 1935 shifted to the Senate 
early in May when the House passed the bill virtually as 
reported by its committee on banking and currency. The 
outlook in the Upper Chamber was for greater resistance 
to Title II of the omnibus measure. Opposition of the 
American Bankers Association to many of the Federal 
Reserve provisions found sympathy with Senator Carter 
Glass of Virginia, chairman of the sub-committee which 
conducted hearings. Senator Duncan U. Fletcher of 
Florida, chairman of the full committee on banking and 
currency, however, repeatedly asserted that all three titles 
would be enacted virtually as desired by the administration. 

The large Democratic majority in the House stood 
behind the bill as reported by Representative Henry B. 
Steagall of Alabama, chairman of the committee, in spite 
of vigorous opposition by minority members of the com- 
mittee, who concentrated attacks on the Federal Reserve 
changes, and also defeated the proposal of Representative 
T. Alan Goldsborough of Maryland to direct the reconsti- 
tuted Federal Reserve Board to manipulate credit policies 
to maintain wholesale commodity prices at their average 
for 1921-29. The House committee rewrote much of Title 
II, largely following suggestions of Marriner S. Eccles, 
Governor of the Federal Reserve Board. Most important 
was a partial compromise with the managed currency 
proposals which directed the Board, as far as lies within its 
scope, “to promote conditions conducive to business 
stability and to mitigate by its influence unstabilizing 
fluctuations in the general level of production, trade, prices, 
and employment.” Another important change related to 
open market operations, and as it passed the House the 
bill placed this power in the full Board but directed it first 
to consult with a special committee of five representatives 





of the Reserve banks. The committee bill retained the 
power of the President to terminate the designation of the 
Governor of the Reserve Board but removed the original 
proposal that when this occurs the Governor should cease 
to be a member of the Board. Otherwise the House retained 
practically intact the provisions making the Board responsive 
to the policies of the administration and giving the Board 
control over the activities of the Reserve banks and dis- 
cretion as to open market operations, rediscount rates, 
and eligibility of paper for discount. 

In spite of these amendments and the strong support 
the bill received in the House, opposition to the Federal 
Reserve section continued to grow as the Senate took up 
the measure. The American Bankers Association, which 
earlier had asked that Title II be delayed for careful study, 
took a stand in open opposition to provisions giving the 
Board control of Reserve Bank operations. Administration 
leaders in both House and Senate defended currency control 
by the government rather than by banks, frankly declaring 
that bankers’ functions are to deal with local credit while 
national monetary matters should be in the hands of the 
government. Extreme interpretations of this were made 
in some quarters, however, and Governor Eccles, in a letter 
to Rudolph S. Hecht, president of the American Bankers 
Association, took occasion to deny that under the proposed 
new law the Reserve Board would have power to dictate 
the credit policies of Reserve banks or member banks or to 
control industry through directing credit away from certain 
industries and into other channels. 


Work Relief Projects 





Dirt will be flying soon on scores of different types of 
projects under the new $4,880,000,000 work relief program, 
employing thousands of men, using tons of materials, and 











THE BURROUGHS CLEARING HOUSE—June, 1935 











Four Billion Dollar Men. This is the group selected to aid the President in the huge work relief program. Left to right, 
Secretary of the Treasury Morgenthau, Chairman Kennedy, SEC, Administrator Hopkins, Works Progress Division, 
Director of the Budget Bell, Secretary of the Interior Ickes, Charles West, FCA, Assistant Secretary of Agriculture 


Tugwell, and Rear Admiral Peoples, Director of Procurement Division, Treasury Department. 


starting a flow of trade and circulation of money which will 
bring with it an increase in banking activity. Careful plans 
are being laid to see that the money is spent efficiently and 
effectively, and projects are being selected on the dual basis 
of their usefulness and their promise to give a living wage to 
the largest number of persons now on direct relief. 

Existing government agencies are being used as far as 
possible to supervise this work, and the whole program is 
under the direct and personal supervision of President 
Roosevelt, assisted by three new emergency agencies, the 
Division of Applications and Information, the Advisory 
Committee on Allotments, and the Works Progress Division. 
The greater part of the money will be spent on construction 
work of one type or another, and that allotted to states and 
cities will be chiefly in the form of long-term low-interest 
loans rather than grants, so that eventually a considerable 
portion of the funds may be returned to the Treasury. 
Grade crossing elimination, highways, bridges, water 
systems, airports, parks, docks and similar permanent 
improvements are on the list. Much will also be spent for 
such projects as flood control, forest improvement, rural 
electrification, prevention of soil erosion, and rural resettle- 
ment, and rehabilitation. White collar workers will be 
taken care of through special census studies, research work, 
mapping, art projects, and the heterogeneous group of 
small but useful relief activities which have come to be 
classified as “boon doggling.”’ 


Treasury Financing 





With successful refunding of all war loans definitely 
assured, the next tasks confronting the Treasury are raising 
cash for financing the work relief program and converting 
part of the huge floating debt into long-term bonds. Ex- 
penditures on the $4,000,000,000 program will not be heavy 
before the start of the new fiscal year July 1, and shortly 
before that date Secretary Morgenthau is expected to 
announce the plan of borrowing to be pursued during the 
next few months. Offerings of long-term bonds to replace 


International News Photo 


part of the short-term securities now outstanding may be 
made before the end of the summer. Government obliga- 
tions maturing within less than five years total around 
$11,000,000,000, and while conversion into bonds will 
involve paying higher interest rates the step will relieve 
the government of continually marketing large blocks of 
bills and notes to meet maturing obligations. An exchange 
offer is expected to be made a few weeks before October 15, 
on which date the Treasury has called the last remaining 
war loan, $1,250,000,000 of Fourth Liberties 44. 

The government will end the fiscal year with a deficit 
about a billion dollars less than was anticipated six months 
ago, due to a combination of high tax collections, decreased 
emergency expenses, and delay in starting the new work 
relief program, but this condition will be only temporary 
once the works program gets into full stride. 

Retirement this summer of all national bank notes, due 
to call of bonds bearing the circulation privilege, will 
result in a decrease in Treasury and national bank currency 
and a decrease in Treasury holdings of cash, but the volume 
of member bank reserve balances and of money in circulation 
will remain practically unchanged. Federal Reserve notes 
will be issued in place of national bank notes, leaving in 
active circulation only three types of paper currency, 
Federal Reserve notes, silver certificates, and United 
States notes, since gold certificates, Treasury notes of 1890, 
and Federal Reserve Bank notes are being retired as fast 
as they return from circulation. The result is a simplifica- 
tion of the types of money in circulation. 


To Finance Small Industry 





New sources of intermediate and long-term credit for 
small business units may be the next financial problem 
tackled by the administration. The need for such was 
strongly set forth in a report on credit and capital require- 
ments of small industry just made to the Secretary of 
Commerce by the Business Advisory Council of the De- 
partment. The Council found that loosening of credit by 
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commercial banks and the more liberal lending policies of 
the Reconstruction Finance Corporation and the Federal 
Reserve banks have done much to relieve the acute credit 
shortage which existed a year ago, but that the problem 
of financing smaller business enterprises existed before the 
depression and still continues. 

Short-term credit requirements can well be met by 
commercial banks and are now being quite largely met by 
them, the report said, but intermediate and long-term 
financing is the proper function of investment banks. 
*“At the moment,” said the Council, “‘this channel is blocked 
by the too rigid requirements of the Securities Act; by a 
general fear of the future on the part of investment bankers; 
and by the waiting attitude of the investment public. The 
need exists and is of paramount importance to recovery. 
Mainly it is an investment need rather than a credit need. 
It should be filled.” The Council recommended an im- 
mediate study by the Reconstruction Finance Corporation, 
Federal Reserve Board, and Securities and Exchange 
Commission, in co-operation with investment bankers. 

The Council noted that the bulk of advances to business 
by the Federal Reserve banks were for periods longer than 
six months, and more than half the loans were for periods 
of four or five years, and declared: ‘““This confirms the 
impression held by well-informed persons that a pressing 
need of industry was for a type of loan which commercial 
banks could not, or should not make, even in normal 
times. It also serves to support the view of those who 
assert that at the present stage in the prolonged depression 
a large number of the smaller industrial concerns must 
strengthen their capital structures.” 


Standardizing Call Reports 





Standardization of bank examination and reports is 
progressing under the direction of the Federal Deposit 
Insurance Corporation. Duplication already is being 
eliminated among the federal agencies, the FDIC, the 
Comptroller of the Currency, and the Federal Reserve 
Board using a uniform call of condition, and a number of 
states adopting the federal forms. In two or three states 
legislation may be necessary to make use of standard 
forms, but the Conference of Bank Auditors and Comp- 
trollers is co-operating with the FDIC in promoting 
uniformity. 

The position of FDIC officials is that to be valuable as 
supervisory aids the reports must continue to be exhaustive; 
to be of value as sources of information to the depositors 
they must lend themselves to simple and complete pres- 
entation of the facts of a bank’s true condition; and to be 
reliable sources of statistical information, they must permit 
a uniform treatment of accounts despite the variety of 
accounting methods used. In addition to the substantial 
saving of time and expense which will follow, standardiza- 
tion will allow supervisors to prepare statements of typical 
banks by the compilation of hundreds of statements of 
similar institutions, and from these statements bank 
managements should find many means of improving their 
operating positions. 


Public Utility Regulation 





The protests of savings banks and other institutional 
investors against the drastic character of the administra- 
tion’s bill for regulation of public utilities is expected to 
have a considerable effect in modifying that measure before 
it is enacted by Congress. A number of bankers pointed out 
to Senate and House committees that investments in bonds 
of electric utility operating companies would be seriously 
impaired by the provision abolishing within five years 
holding companies which now play a large part in the 
financing and management of operating companies. 

Typical of this type of protest was the statement to 
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Underwood & Underwood 
Left to right, Senators King 
of Utah, Wheeler, of Montana, Borah, of Idaho. 
Senator Caraway, Arkansas, only woman in the 
upper House, has her back to the camera 


Some Silver Senators. 


the Senate committee on interstate commerce by Fred N. 
Oliver, counsel of the National Association of Mutual 
Savings Banks, who said: 

“Mutual savings banks of the United States hold 
approximately $700,000,000 of utility bonds, all, or practi- 
cally all, of which are mortgages upon the property of 
operating companies. Our utility investments were made 
in full confidence that they would receive fair treatment at 
the hands of governmental agencies. In general, their 
rank as high grade investments was justified by the essential 
character and quality of the services they rendered, and in 
our opinion there has been no failure either in service or 
management of the operating companies sufficient to 
warrant action threatening loss of their standing. 

“We are convinced that the bill goes beyond what is 
necessary to correct existing or threatening evils. Its 
passage would injuriously affect our institutions and their 
depositors. Most of the operating companies which secure 
the bonds held by savings banks are owned by holding 
companies, subject, of course, to the mortgages which 
secure our bonds. To decree the early demise of the 
owners of the companies which are our immediate debtors 
could not fail to injure or perhaps destroy the credit of 
scores of operating companies.” 


HOLC Omnibus Bill 


Technical difficulties in securing final enactment of the 
omnibus home finance amendment bill delayed the Federal 
Home Loan Bank Board and the Federal Housing Adminis- 
tration in instituting the many changes in organization 
and procedure which the bill authorizes, the most important 
being resumption of lending by the Home Owners’ Loan 
Corporation under the $1,750,000,000 bond issue carried 
in the measure. The delay was caused by the fact that the 
Senate entirely rewrote the bill after it passed the House, 
changing the wording but in most cases not the effect of 
many provisions, and this necessitated lengthy meetings 
of the conference committee. But the committee could 
find no opportunity to meet because the House members 
had to be on the floor in the afternoons for consideration 
of the administration’s banking bill, while the Senate 
members spent their mornings in committee studying the 
same measure. The most important difference to be com- 
posed was whether new applications might be received from 
all home owners seeking refinancing or whether the addi- 
tional funds should be limited to applications already on file. 
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accounting has no doubt been 

intensified as a result of the 
futile attempts to establish uniform 
service schedules under the NRA 
Bankers Code. Most of us can vividly 
recall the mad state of confusion that 
prevailed at the code meetings, and 
the hopeless attempts to agree on 
service charge schedules. The whole 
difficulty, to my mind, came about 
through a lack of adequate cost 
information, or, in some cases, no cost 
information at all, with the ultimate 
result, as we all know, that the provi- 
sion for uniform charges under the 
Code has been entirely eliminated. 
The interest thus created, however, 
has led to the widespread adoption of 
service charge schedules, independent 
of the Code. 

With many of us, who have not 
given a great deal of consideration to 
cost procedure, the idea seems to pre- 
vail that the purpose of a cost system 


4 ke growing interest in bank cost 
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Costs—the Basts of 
Operating Control 


ie 





by N. S. NORTH, C.P.A. 


Cashier, First National Bank, Lake Charles, 
Louisiana 


Can banks use the manufacturing type of operat- 
ing statement to advantage ? This writer says yes 


This article, a further contribution to the subject of cost accounting, is 


the third published by The Burroughs Clearing House in the past year. 


The 


first, ‘‘Item Costs,’’ by Charles C. Looney, July, 1934; the second, “‘Income 
and Expense Accounting,’’ by Merrill T. Eastham, January, 1935.—The Editor. 


is to ascertain item costs. While this 
function of cost accounting is an 
important one, it does not, by any 
means constitute the only purpose of a 
cost system. In thinking of costs, I 
like to draw a distinction between 
expenses and costs. 

The ultimate aim of any cost sys- 
tem, whether it be used in a bank, a 


department store, or a factory, is 
rather to ascertain the component 
parts that make up each factor in- 
volved in all phases of the business; 
and then to use these figures intelli- 
gently as a basis for management 
control. The determining value of 
any cost system is not to be found in 
the fact that costs are uncovered, but 



































{3 COST OF DEPOSITS (2) GROSS INCOME FROM LOANS AND INVESTMENTS 
First National Bank First National Bank 
Lake Charles, La. Lake Charles, La. 
Semi-annual Period Ended_December 31, 1934 Semi- annual Period Ended_December 31, 1934 
Demand Deposits Sources of Gross Income from Loans and Investments 
Cost of Operating Interest Earned on Loans and Discounts $ 000 
Addressograph Department 3 000 Interest Earned on Bonds (Less Interest on Bonds to Secure Circulation) 000 
Commercial Tellers 000 Exchange Received on Out-of-Town Checks 000 
Individual Ledger Bookkeeping 000 Dividends Received 000 
Proof Department 000 : 000 
Transit Department $3 5 Deduct Capital Stock Tax for 4% Year 000 
Allow Credit for Service Charges Total Income from Loans and Investments 000 
On Checking Accounts $ 000 
On NS.F. Checks 000 000 Basis for Allocation of Income 
000 Funds Avajlable for Investment: 
Add Capital Stock $ 000 
Exchange paid out on items deposited 000 Surplus 000 1 
Cost of issuing OO pieces of exchi ange in payment of cash . Undivided Profits 000 
letters, and for large deposits @ O0¢ each 000 C00 Mt 
Cost of handling OO collections for depositors @ 00 ¢ ea 000 Deduct Amt. Invested in Fixed Assets: 
Furniture and Fixtures 000 
Total Cost of Demand Deposits $s 000 Real Estate 000 000 
is Bal. of Capital Available for eens s 3 000 00 % 
Time Deposits Demand Deposits, Average for Period 000 00 % 
Cost of Operating Savings Department $ 000 Time Deposits, Average for Period 000 00 % 
Interest Paid on Time Deposits 000 $ 0006 00 % 
Total Cost of Time Deposits $ 000 Allocation of Income trom Loans and Investments 
Capital Funds oon s 000 
_ > omer & — Demand Deposits 00% 000 
RATE OF COST FOR DEPOSITS Tie Deposits 00°. 000 
(a) (b) {c) O00 ©. 3s UU0 
Average Cost of Aonual Rate ‘ 
Amount of Deposits for of Cost Rate of Income 
Deposits 6 Month 2 x th) + {a) 
: , ‘he Ms (a) Total Deposits and Loanable Capital 000 
Demand Deposits s 000 $ 000 00 % (b) Total Income from Loans and Investment, 6 Mos. 000 
lime Deposits 000 000 00% 
Average for Both 000 000 00 % Annual Rate of Income from Loans 
L ind Investments 2 x (b) + (a) - 00% 





















































Here are three cost statement forms used by Mr. North. Fig. 1. Amounts for this statement are taken from general 
this, amounts are taken from general ledger accounts previously set up. Fig. 3. This summarizes the data taken 
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Beavini" 


The ultimate aim 
of any cost sys- 
tem is to supply 
the figures that 
are necessary for 
management 
control 


in the use to which the cost system is 
put. Knowledge of costs is one thing, 
control of costs is another. A good 
cost system will reveal any constant 
drain of profits, and will locate the 
leaks. A good cost system will provide 
useful information with respect to 
overhead, and the amounts entering 
into each ifem of overhead. It forms 
the basis for budgetary control, with 
emphasis on the word control. A 
mere statement of estimated income 


and expenses is not a budget in the 
full sense of the word, and has no 
practical value unless it forms the 


basis of action by management. The 
application of a service charge system 
is a practical illustration of budgetary 
control—a control of deposit costs. 
Please note that I say costs, not 
expenses. 

It has been said that a cost system 
may work well in a manufacturing 
plant, but is of no practical use in a 

bank because of the 
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First National Bank 
Lake Charles, La. 








1. Gross Income from Loans and Investments 
From Investment of Capital Funds 
From Investment of Demand Deposits 
From Investment of Time Deposits 


» 


Cost of Funds Available for Investment 


PROFIT AND LOSS STATEMENT 


Semi-annual Period Ended December 31, 1954 


dissimilar and highly 
technical character- 
istics of the banking 
business. A western 
banker, in a recent 
magazine article 
offers in support of 
this contention, the 
illustration of an ac- 
count, which, if 
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closed, would result 
in no reduction of 
fixed charges, and 
reasons that the ac- 


000 


000 





count, therefore, 
represents no cost 
to the bank. The 
only reduction, he 
argues, is the reduc- 
tion of income from 
the balance, and 


000 





Cost of Demand Deposits $ 000 
Cost of Time Deposits 000 

3. Gross Profit from Loans and Investments 

4. Loaning and Investment Costs 
Note Department $ i) 

Mm Credit Department 000 
i | Loan Administration and Pro-rata Overh'd fe) 
‘| 3. Net Profit from Loans and Investments 

6. Other Income 
Special Service Charges $ 000 
Profit on Sale of Assets 000 
Recoveries on Charge Off Assets 000 
Net Income from Real Estate 000 
Profit on Circulation 000 
Rent from Offices 000 
Net Profit on Collection Department 000 
Net Profit Safe Deposit Boxes 000 

7. Other Deductions 
Net Loss on Collection Department $ 000 
Net Loss on Safe Deposit Boxes 000 
Losses Charged Off Q000 
Cash Short 000 


proceeds to the con- 
clusion that ‘““‘When 
the facts are exam- 


000 ined, it appears that 
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. Net Profit for 6 Months Period 





a comparison of 
pseudo bank cost 


$ 000 











ledger accounts and from expense distribution. 
from general ledger accounts and from expense records 


accounting with 
manufacturing cost 
accounting is some- 


Fig. 2. In 
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what strained.”’ By the same line of 
reasoning, a new account inasmuch as 
it would not increase fixed charges, like- 
wise would represent no cost to the 
bank. But let us go a step further and 
assume that new accounts are added, 
one at a time, in a bank with one book- 
keeper, until a total of three hundred 
new accounts have been added, and 
that it is physically impossible, at least 
theoretically, for the bookkeeper to 
handle another single account. At this 
point, the addition of just one more 
new account would necessitate the em- 
ployment of an additional bookkeeper, 
the purchase of a new bookkeeping ma- 
chine, and possibly an enlargement of 
the quarters to accommodate. Would 
the western banker say that the first 
three hundred new accounts cost 
nothing, and that the three hundred 
and first new account costs the salary 
of the new bookkeeper, plus the 
depreciation of the machine, and the 
cost of enlarging the quarters? Or 
would he admit that all deposit costs, 
including fixed charges, must be spread 
proportionally over all of the accounts? 
The answer is obvious. 


] SHALL try to point out, that not 

only is it possible to apply factory cost 
methods to banking, but it is entirely 
practical, and my experiments along 
this line have led to a trend of thought, 
which seems to support this contention, 
and which I shall outline to you. 

Let us briefly review the method of 
cost procedure followed in factory 
cost accounting, and the type of 
factory operating statements in com- 
mon use. First, raw material is pur- 
chased. The inward (See page 26) 
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A NEW BARN was one of the buildings financed by the bank in 
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PUSHING Loans for 
ODERNIZATION 


its modernization program. The barn was for general farm use 


by 
W. C. GILMORE 


Vice-president and Cashier, The Citizens National Bank, Decatur, Illinois 


T first glance, there may seem to 
be nothing new to be said about 
bank loans under the moderniza- 

tion credit plan (Title I) of the Federal 
Housing Administration. Certainly 
there has been a great deal published 
on the subject. But one fact has, to 
our minds, been rather slighted. This 
is the opportunity afforded right now, 
and for the next few months, for a 
particularly profitable type and vol- 
ume of such loans for any bank which 
is not averse to increasing its earned 
interest account. 

As this is being written, the volume 
of applications for such loans, and the 
quality of the applicants, is rising 
rapidly and steadily as they come to 


our bank. Spring and summer are, 
after all, the seasons when folks think 
about doing things to their homes. 
Add to this seasonal bulge the accre- 
tions of work which simply must be 
done because it cannot be allowed to 
run undone any longer. Pile upon 
this the fact that during the past 
winter more people have been working 
steadily at wages which leave a little 
margin above the requirements of bare 
subsistence. All of these factors com- 
bined mean that housing loans of the 
right sort should be available in far 
more than ordinary quantity for the 
bank which wants them. And to us, 
who have been making them in 
quantity ever since last summer and 


who have had several months of 
experience with both the routine 
involved in handling them and the 
delinquencies likely to be encountered 
in collecting them, it is_ perfectly 
incomprehensible why this business 
should be unwelcome. The only 
exceptions we see to its being highly 
profitable might arise in those big-city 
banks geared up to give such a type 
of service that the overhead per trans- 
action is necessarily higher than small 
loans can yield. 

We started out by making moderni- 
zation loans in mid-September of 1934. 
There was an opening rush for the 
first few days, then the loans settled 
down to coming in rather steadily, 
but slowly. By the last of November 
we had made perhaps 40 loans for a 
total of somewhere around $13,000. 
As it happened, we quickly jumped 
into the lead for all downstate Illinois 
banks, a position which we have 
maintained. So a good many bankers 
came to us to find out how and why we 
were making these loans. 


T°? those inquiring bankers who were 

already our good friends, we 
confided that we were certainly going 
to make more than $100,000 of these 
loans in the first year, and that we 
should not be surprised to see the 
figure reach $200,000 by December 31, 
1935. This prophecy was invariably 
met with an incredulous smile or else 
with uproarious laughter. Why, they 
wanted to know, would we want any 
such quantity of the blamed things? 
(Their own attitude was principally 
that since this was something that a 
governmental agency was asking of 
them, they had better do something 
at it.) They utterly missed the main 
point, which was that to us these 
looked, as they still look, like the most 
attractive loan business offered in 
these days of shrunken commercial 
demand. And further, our banking 


friends cast aspersions on our sobriety, 
since they declared that nobody quite 
himself could have such pipe-dream 
ideas of the volume of such loans to 
be made in our city, with two other 
good banks going after them likewise. 

In seven months we have made 
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This article tells how 
one bank with deposits 
of $2,700,000 and with 
loans and discounts of 
$750,000 is working to- 
ward a goal of $200,000 


in modernization loans 


somewhat over 100 such loans, and 
they are somewhat in excess of $50,000 
in the official tabulations. Actually 
we have committed ourselves to per- 
haps a dozen more, totaling another 
$6,000 or $8,000. The applications 
are coming in far faster than they ever 
came before, and for larger loans from 
better applicants. The rate is climb- 
ing in every respect, so that now we 
are more convinced than ever that 
our original estimates were attainable. 
We shall, at the present rate of acceler- 
ated demand, pass $100,000 surpris- 
ingly soon—it should take a total of 
about 175 loans, and at a guess we 
may pass that figure by mid-July, 
perhaps earlier and perhaps later. If 
the demand keeps up—we see no 
earthly reason why it should not keep 
up —we stand an excellent chance to 
pass $200,000 before the end of the 
year. 

Just what does this mean? Well, 
exclusive of commercial paper, our 
loans and discounts right now total 
about $750,000, of which $50,000 is 
housing loans and $700,000 local loans 
of various sorts. If we do work our 
total of housing loans up to $200,000, 
and if commercial loans continue to 
come in at a rate not much greater 
than they pay off, we should reach the 
end of the year with a gross loan total 
of about $1,000,000. Of this, say, 
$800,000 will be miscellaneous loans 
at 6 per cent, and $200,000 will be 
housing loans at 9.75 per cent. Look 
at your bank’s statement, or our 
bank’s, or any other bank’s, and you 
see quickly enough what such a change 
must mean to the institution’s earnings 
and stability. 

The change would be all to the good, 
as is obvious to any banker. Loans 
and discounts are in practically every 
bank far lower than the management 
wishes they might be. Interest income 
is correspondingly low. Any plan 
which will put on the books an extra 
25 per cent or 20 per cent of loans, 
and at a net yield rate half again as 
high as that obtainable from local 
loans, is distinctly desirable. 

Again, by the laws of average and 
experience, miscellaneous loans will 
almost surely produce some collection 
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A CREAMERY GARAGE was erected as the result of one loan. 
It is a good example of the business type of modernization loan 
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A BEDROOM ADDITION was behind one loan, on a property located 
in the city and suitable for credit under modernization provisions 
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A SUNROOM AND PORCH formed the basis for one of the moderniza- 
tion loans extended by The Citizens National Bank, Decatur, Illinois 
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losses. On the housing loans, under 
the Federal Housing Administration’s 
insurance fund, we cannot conceivably 
lose a cent of collection loss. Every 
loan is insured up to 20 per cent of the 
total of such loans made and reported 
to Washington. As the number of 
loans increase and the volume of money 
outstanding on such loans decreases 
with the monthly payments received 
from borrowers, the percentage of 
insurance coverage steadily rises. Right 
now our coverage stands at approxi- 
mately 25 per cent. And while we 
were told in advance on all kinds of 
reputable authority that 20 per cent 
would more than cover any conceiv- 
able loss ratio we might experience, we 
now know beyond all contradiction, 
from our own experience with them, 
that this is absolutely so. 


T this writing, not a single housing 
*« “loan is even one day in arrears. At 
various times since our first maturity, 
last October 16, we have had as many 
as three loans a few days in arrears, 
but they have all paid up. We have 
assessed perhaps half a dozen late 
charges, and not one borrower so 
assessed has since sinned—in fact, 
those who are commercial customers 
of our bank have given us written 
authority to debit their accounts to 
avoid late charges. Two loans have 
already been paid in full in advance 
of maturity, to our disappointment 
because we had rather have them out- 
standing and yielding us _ revenue. 
The fact is, despite our continuing to 
make new loans, right now between 
10 per cent and 15 per cent of the total 
loaned has been collected. If any 
other class of loans except collateral 
loans on governments gave us so 
little anxiety, it would be very pleasant 
indeed. 

Presumably you or any other banker 
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will agree with us that any plan which 
in today’s market will add to out- 
standing loans new business totaling 
one-fifteenth of all of our loans, and 
this addition paying 9.75 per cent net, 
is a plan worth following. If ours were 
a large bank in a larger community, 
we should presumably be able to reach 
the same proportionate figures; there 
is nothing extraordinary about our 
town, or its prosperity, to distinguish 
it from most other American cities. 
The chief distinguishing characteristic 
in respect to these housing loans is 
that in our city, contrary to the usual 
custom as we observe it from FHA 
bulletins, all three Decatur banks are 
doing an active business in housing 
loans—so we have, you might say, 
genuine competition for these loans 
where in most cities the bank doing 
the largest business in this field has 
the field pretty much to itself. Despite 
this local competition, we have con- 
sistently led our state, outside of 
Chicago and suburban banks. 

It is not as if these loans were 
difficult to obtain, nor as if they 
required expensive advertising, pro- 
motional, and selling methods. As 
nearly as we can analyze the methods 
most successful in obtaining them, 
these are compounded of a little 
initiative and a little old-fashioned 
horse sense. The first requisite, of 
course, is that the bank really wishes 
to make the loans. From there on, it 
hardly requires explanation. 

When the campaign was officially 
opened last autumn, the newspapers 
received enough promotional publicity 
from Washington so that the public 
was automatically informed of the 
modernization credits plan. Our local 


newspaper, once it discovered that the 
local banks were behind this plan and 
eager to make loans, set about earning 
itself a legitimate place on the pro- 





local demands, the work being financed under a modernization loan 


gram. It dedicated a Sunday full page 
to modernization, filled its editorial 
part of this page with modernization 
news and news releases, and solicited 
modernization advertising from local 
material and supply dealers and local 
contractors. And because the idea 
caught on, because people were eager 
to read this page and therefore it 
brought business to the advertisers, it 
has been continued ever since. 

At the time of the local better hous- 
ing campaign, the dealers and con- 
tractors and banks united to sponsor 
a housing show in some vacant business 
space on a main street. This ran for 
several weeks, and might profitably 
have continued longer than it did. 
The public flocked in, and many 
modernization and rehabilitation jobs 
were closed right there. Moreover, 
the show somehow served to stir the 
enthusiasm of the business men who 
stood to profit most by this campaign. 
Frankly, up to that time most of the 
local dealers and contractors had their 
tails between their legs. They had 
taken a licking for so long that they 
had forgotten that they had ever been 
on top. With a little encouragement 
from the rest of us, they began again 
taking a little interest in life. And 
this was enough to begin bringing in 
business for them and for the banks. 


OUR bank took its share of responsi- 
bility in bringing back the courage 
of the local building men. Some of our 
officers addressed their association 
meetings during the housing show, 
and have been called in since for 
similar occasions—which has, obvi- 
ously, served to strengthen in the 
minds of the dealers and contractors 
the feeling that The Citizens National 
Bank is 100 per cent behind them in 
any legitimate financing. This is of 
major importance to any bank going 
after modernization loans. For, above 
all else, the source of these loans is to 
be found in the men who originate the 
business, the men who sell furnaces 
and roofing, the painting contractors 
and the lumber yards, the representa- 
tives of built-in refrigeration and cool- 
ing, all the people who have a sufficient 
margin of profit in a job so that they 
can afford to go out and stimulate 
people into buying. The bank, with a 
gross limited to its interest rate, can- 
not afford to do any great volume of 
promotional work—which does not 
mean that if Bill Jones comes in to 
talk over the wisdom of putting in a 
new bathroom, the banker should not 
show Bill how greatly this will add to 
the value of his house, and further 
that the banker will not give Bill the 
names of two or three plumbing con- 
tractors who bring their modernization 
customers to the bank. 
Basically what this FHA plan 
has done for the banks (See page 24) 
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CHARLES R. ROSENBERG, JR. 





A point of law on negotiable paper . . . When collateral may become 
a voidable preference oer Property conveyance under the Fraudulent 
Conveyance Act... A caution on garnishments . . . Trust termination 


Negotiable Note 


Banks are not obliged to inquire 
into circumstances or investigate pos- 
sible defenses to negotiable paper 
offered them for discount, according 
to a recent Connecticut decision. 

A prospective borrower obtained 
from a bank a blank form of note 
which he had signed by a third party 
as maker and which he himself signed 
as endorser before delivery. The en- 
dorser then brought the completed 
note to the bank and obtained a loan 
on it. 

At maturity payment of the note 
was resisted by the maker, who con- 
tended that his signature was obtained 
by false representations on the part of 
the endorser, and it appeared that this 
was true. The bank, it was urged, 
should have made inquiry before dis- 
counting the note. 

“No duty,” said the court, “rests 
upon the purchaser of a negotiable 
note to make inquiry as to the purpose 
for which the paper was given, the 
responsibility of the maker or en- 
dorser, or the existence of possible 
defenses. The test is not whether the 


bank was negligent in acquiring the 
paper, but whether it acted in good 
faith. The facts known to the bank at 
the time it discounted this note were 
not such as to impose upon it the duty 
to make inquiry as to the circum- 
stances under which the maker exe- 
cuted the note.” (Hartford Natl. 
Bank vs. Credenza, 177 Atlantic 
Reporter, 132.) 


Voidable Preference 


A bank, becoming aware of a bor- 
rower’s insolvency, called for further 
collateral to secure the loan. Accord- 
ingly, the borrower executed and de- 
livered to the bank certain mortgages 
as collateral. Thereafter, the mort- 
gages were duly recorded by the bank. 

Later, the borrower was adjudicated 
a bankrupt. The date of the filing of 
the bankruptcy petition was more than 
four months after the execution of the 
mortgages, but less than four months 
after their recording. The referee in 
bankruptcy held that, under the facts, 
the bank had reasonable cause to be- 
lieve that the mortgages would effect a 
preference in favor of the bank over 


other creditors of the borrower and, 
therefore, that the mortgages should 
be set aside as voidable preferences 
within the meaning of the Bankruptcy 
Act. A Federal District Court in 
Arkansas, before which the case re- 
cently came for review, sustained the 
referee’s decision. (In re Jackson, 9 
Federal Supplement, 717). 

While this case was pending in 
Arkansas, a Federal District Court in 
North Carolina handed down a deci- 
sion in which it said: 

“‘A valid mortgage executed and de- 
livered before, but registered within 
four months of the filing of petition in 
bankruptcy is not a voidable prefer- 
ence, although at the time of recording 
the grantor is insolvent and known by 
the mortgagee to be insolvent, and 
that a preference would be effected.” 
(Coggin vs. Hartford, 9 Federal Sup- 
plement, 785.) 

A “valid mortgage”’ as used in the 
North Carolina case apparently means 
one given for a fair consideration pass- 
ing from the mortgagee at the time of 
delivery of the mortgage and without 
reference to any pre-existing debt. In 
the Arkansas case the bank paid 
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nothing for the mortgages, but exacted 
them simply as a means of insuring a 
larger recovery on an antecedent debt. 


Fraudulent Conveyance 


A woman indebted to a bank con- 
veyed to her husband a parcel of real 
estate for a sum considerably less than 
its true value. This conveyance left 
the woman without assets out of which 
the bank could recover its money. 

The bank attacked the transaction 
under the Fraudulent Conveyances 
Act, but was defeated in the lower 
court. On appeal the appellate court 
dealt with the matter on broad equi- 
table grounds. The husband, it was 
held, took the property for an inade- 
quate consideration and with knowl- 
edge that the conveyance would leave 
the wife insolvent and unable to meet 
her obligation to the bank. Hence the 
bank was entitled to redress. 

“This,” said the court, “‘is not upon 
the theory of fraud between the 
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parties, but upon the assumption that 
the grantee must not close his eyes to 
the situation as regards other creditors 
and have the advantage himself of a 
bargain which will cut out bona fide 
creditors. This is quite apart from the 
provisions of the Fraudulent Con- 
veyances Act.” 

The practical action taken by the 
Court was an order directing the sale 
of the real estate, with the proviso that 
the husband be first repaid the money 
advanced by him and any surplus 
realized at the sale be applied to the 
bank’s claim. (Federal Reserve Bank 
vs. Slotoroff, 177 Atlantic Reporter, 
243.) 


Care In Garnishment 


That banks must exercise the utmost 
care in dealing with garnishments of 
depositors’ accounts, is indicated very 
emphatically in a recent Pennsylvania 
decision. 


A garnishment was served on a bank 


for the purpose of attaching a de- 
positor’s account. Immediately the 
bank notified the depositor and ad- 
vised her that prompt action on her 
part was necessary. In response to the 
interrogatories served pursuant to the 
garnishment, the bank filed an answer 
setting forth that it had a depositor of 
the same name as that mentioned in 
the garnishment, but had no knowl- 
edge as to whether or not the depositor 
was the same person as the defendant 
in the writ of garnishment. The bank 
also set forth, as required, the amount 
of the deposit. On motion by the at- 
taching creditor, the court directed the 
bank to pay over the fund, which the 
bank did. 

Later, the depositor, contending 
that she was not and never had been 
indebted to the attaching creditor, 
brought suit against the bank for the 
money which it had paid out under the 
garnishment. 

*“A garnishee,” said the court, “‘is 
required to exercise a high (See page 32) 














This Folder SELLS Service Charges 














HE folder, five pages of which are 
shown below, was designed for the 
single purpose of getting the service 
charge message over to customers in a 
clear, thoroughly understandable man- 
ner. It was sent to The Burroughs 
Clearing House by H. L. Dunham, 
Cashier of the Valley National Bank, 
Phoenix, Arizona, in the belief that it 
would be of interest to other banks. 
Only one page is missing from the 
layout of pages below, the cover. But 
here is what the cover says, in part: 
“Every Business thrives or suffers 

















(This is the figure obtained by adding up 
the balance at the end of each day's busi- 
neas for the period of one month and divid- 
ing by the number of days in the month 
That permits a fair appraisal of the ac- 
count, allowing the low figures to be off- 
set by the larger ones.) 
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The jaw requires, for the protection of de- 
positors, that banks carry 15% of their de- 
its in cash, in an —— depository 
m our case, as a member of the Federal 
reserves are carrie 
ederal Reserve Bank. These 
nds are not available for loans or any 
income purposes. They are retained for 
the anticipated needs of our customers and 
no earnings are possible. 
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for that length of time. 


1. Checks Drawn 


3. Average Daily Loanable Balance $_ 


This ff (or 85% of your average daily 
Ha the, ~ is the net amount whieh 
we have available to “sell” as credit to 
safe, desirable and legitimate risks. 
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month at. __% $ 
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ach day these checks are 
sorted, all of the dates and endorsements 
checked, the amount of the check veri- 
fied with the amount written in the item 
to protect the customers’ interests, all of 
the signatures are reviewed to 4 
possible forgeries and each check is poste 
to a ledger and then a statement that the 
c may have a permanent —— 
» nd a temporary recor - 
ee i ef each — 
rhe checks are cancelled, filed, protecte 
eaet fire and theft, and delivered each 


——————— 


according to its ability to earn and 
properly manage a legitimate profit ... 

“The Banking Business, in that 
respect, is no different from any other 
type of profit organization. The only 
difference, and to many it seems a 
somewhat confusing one, is the ‘goods’ 
in which a bank deals. Where an in- 
dustrial organization buys raw ma- 
terials and then manufactures and sells 
a machine; where a retail organization 
buys manufactured goods and resells 
them to their customers; a bank ‘buys’ 
deposits and sells credit. 





‘Credit is sold over an officer’s desk, 
but the‘buying’ end requires a wholeset- 
up of rather complicated machinery 
and services to meet the require- 
ments of individuals who choose to 
carry their accounts with the bank on 
the strength of its personnel, confidence 
in its name and reputation, speed and 
courtesy of its services. 

“The service charge and analysis of 
accounts represents the means by 
which a bank makes this convenient 
machinery available to those customers 
at a fair price for the services rendered.” 
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to the proper department to see that they 
arrive at their finai destination to be 
cashed. 
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given the customer each month end. The 
deposit slips are then filed away, available 
for reference anytime a customer wishes to 


call for them. It costs us .04c to handle 
each deposit.) 
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dividuals each check pou take in ring 2 


. for payment every day. be be 
Every check, no matter what size, ‘acne 
on any bank outside of Phoenix, must be 
sorted, listed, identified so that should it 
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Now we have Total Income and Total Expense, 
and it would seem that the difference between 
these figures should tell the story so far as the 
profit or loss in handling an account is con- 
cerned. But does it? 


5. Desired Profit is an item we must consider. . 


The above expense figures are based on 
actual costs of the operations described. 
Banks these days Insure the deposits of 
ther customers to the amount of 35,000.00 
and pay in to the fund their pro rata share 
to guarantee that protection. 
mium costs money and represents over- — 
head. A reliable Management must exist, 


3 ninations must be made by the wuthor- 
fies as additional assurance that the cus- 
tomers interests are well protected, non- 
rofit services must be maintained for the 
nefit of customers, all of which must be 
paid before a profit is made by the busi- 
. Any organization im business for « 
legitimate profit that figures and selis only 
‘at cost” cannot last long and merit the 

We have confidence of its customers. 


, & Desired Profit means. just that in a bank 


fiably feels that he should carry his busi- 
ness clsewhere. 








In the event of a deficit there are three possi- 
bilities of adjusting that figure to a profit 


. Increasing balances. 


w 


. Reducing the activity of the account, or a 
combination of 1 and 2. 


8. Paying a service charge each month. 


From the standpoint of the bank, it would be 
preferable to have no charges made, but it may 
not be convenient at times for customers to 
increase balances or reduce activity and for. 
that reason they prefer to pay for the con- 
venience of the services the bank has to offer. 
This bank will be glad to discuss these mat- 
with you and cooperate in every way 
possible to make your relationship here a satis- 
factory and mutually profitable one. 


‘That, pre- 





VALLEY NATIONAL BANK 


PHOENIX ARIZONA TUCSON 


BD sree - 
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THE NATIONAL BANK OF AUBURN 
Auburn, New York 
Legel 


Noe Status Name enc Description 





Movember 24, 12. 


Charges tine 





CROUP AAA RAILROADS 

Norris & &ssex RR lst & Ref. 34/2000 

Not callable, outstending 35,000,000 secured by a ist 
lien on 126 ciles. Gusranteed Principal and Interest 
by Deleware, Lackewnnne & Sestern RR Co, 





1 L 


PUBLIC UTILITIRS 
2 i fecific Telephone & Telegraph lst SF 5/37 
salleble et 110 on any interest date, outstending 
26,£54,000 secured by lst Nortgege entire property of 
Co. in Californie, Oregon, Washington end Idaho, ex- 
cept certein properties purchased from other compe- 
nies, also pledge of stock of Southern Cal, Tel. Co. 


107 3/8 


INDUSTRIALS 
Standard Cll Co. of N.Y. 42/51 
Calleble st 101 on 60 days notice. Cutstanding 
50,000,000 s direct obligation not secured. Company 
sprees not to Mortgage or pledge any of its property 
or thet of subsidieries except mortgages already in 
existence and for usual business loans not exceeding 
one year. 
GROUP AA 
Northern Facific RY Gen 3/2047 
| Not callable, outstanding 54,451,500 secured by 2nd 
lien 4,365 miles colleteral 5353 miles. It 1s e lien on 
el) property covered by prior lien 4s, but subject 
thereto. 


RATLROADS 





: FUBLIC UTILITISS 

Buff. Gen. Klec. Gen. & Ref. 4)/ 107 
Celleble et 107} to 1956,105 to 1976,100 to maturity. 
Outstanding 911 series 39,404,000. ‘This series 

20,000,000. Secured by direct lien on real estate 

plent & equipment used tn connection nith generation 

and distribution of electric light & poser now orned 

or hereafter acquired subject only to 79,404,000 Ist 
Mortgege bonds due 1939 in hands of public. 


6/8 


GROUP A RAILROADS 

Northern Pecific Ref. & Imp. 5/2047 es 
Callable as a whale et 105 on July 1, 1952 or any in- 
terest dete theresfter. Outstanding ell series 
144,661,900, This series 8,702,300. Secured by Ist 

lien on 1000 miles, 2nd llen 304 miles, ird lien 

$064 miles, Collateral lien 633 niles. 








PUBLIC UTILITI£S 
? Kanses Ges & Slec, Ist 43/80 98 
} Callable at 102 to 1936, 7% less each 6 yr. period to 
| 1978, par to maturity. Outstanding 16,000,000. Se- 
| curity by Ist Wortgege lien on all plants 4 other 
| physical properties now owned except certein transmis- 
| sion lines outside Keneas with an estineted value 
of 100,000. 
| 


INDUSTRIALS 

Texas Copp. conv, 5/44 

Callable as a whole or in enounts not less than 
§,000,000 in any interest date at 1014 to 1936, et 
101 to 1938 and at 100} to 1941 and at 100 to 
meturity. Outstanding 90,000,000. A direct obli- 
g2tion but not secured, Corporation agrecs to se- 
cure this issue if it mortgeges or pledges any of 
its assets equally with the secured obli 
convertible at par with common 4 et 

share to 1939 and 125 per shere maturity. S 

ing Fund to retire 5,000,000 annually and to retire 
45,000,000 by maturity either by redemption, pur- 
| chase or conversion. 








Erice Yield 1533 


4.59 3,97 4.09 


3.98 2,14 2, 








The writer of this article, at the right above, discusses 


trust investments with customers 
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A plan that speeds up the 


investment of trust funds 


by 


CARL A. NEUMEISTER 


Vice-president and Trust Officer, The National Bank of Auburn, 


Auburn, N. Y. 


Investing \rust Kunps 


—as a problem in the small bank 


ORE efficient ways of serving 
M customers have always been of 
prime consideration with us, 
but it appears doubly important to 
us today when banks are in need of 
the solid confidence of the people. 
Naturally, we whose work centers 
in the trust department are especially 
anxious to see these aims carried out 
there. But, since the trust department 
of any bank is, or should be, a strong 
builder for all other departments, the 
service it renders will make itself felt 
all along the line. In other words, if 
one shows efficiency and intelligence 
in handling the funds of a trust patron, 
he has made the outlook very favor- 
able for selling to him other services 
which he unquestionably needs. 
With the small bank the safe and 
speedy investment of trust funds has 


always been a problem. Back a few 
years ago, when mortgage participa- 
tions were what they were, it seemed 
fairly easy to make selections. These 
well-considered real estate investments 
went on so successfully for so long a 
time, confidence in them grew steadily. 
It seemed quite safe to take a bona 
fide list from a good reputable house 
and pick out the best for trust funds. 
But even with that worry eliminated, 
there was another annoyance. Every 
transaction was held up for a certain 
length of time unless, with what often 
turned out to be a good bit of bother, 
the trust committee was rounded up 
for a special meeting. 

Let us see why this was so. It was 
the regular plan of this committee to 
meet once each month. Generally, one 
bond was brought up, discussed, and 


passed upon as the proper investment 
for that time for whatever trust funds 
were available. Very often these 
included amounts which became avail- 
able shortly after the last meeting 
took place, but, because they lacked 
the proper approval of the committee, 
they must lie inactive for a month. 
Often, too, a sudden change in the 
market made it advisable to consider 
other investments. 

Clearly, some other plan was needed. 
It has become increasingly necessary 
these past few years as mortgage 
participations became more and more 
undesirable with the slump in real 
estate. The search for good sound 


bonds available for trust funds became 

a major problem with all banks. 
Although the plan of a prepared list 

of investments from which to select 
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for trust funds is not a new one, per- 
haps our manner of preparing one in 
these unstable financial times, our 
method of keeping a constant check 
on it, and certain authorizations which 
we were able to have passed by our 
trust committee, will prove helpful to 
small banks whose trust department 
routine is still slowed down by old 
methods. 

Directed by our committee, a list of 
carefully selected high grade bonds is 
prepared by the officers of our bank. 
It is then taken to New York to be 
reviewed and advised upon by several 
of our correspondent banks there. In 
a few instances their keen judgment 


Wherein the model of 
a house is modernized 
one step a week over 
a period of six weeks 


by 
VERA STEPHENS 


HEN the Northwestern National 

Bank & Trust Company of 
Minneapolis made plans to go after 
modernization loans aggressively, it 
decided to use one of the bank’s dis- 
play windows to advertise the fact. 
The display which was unusual in 
several respects was called ‘““The House 
that Grew.” 

The outstanding feature of the dis- 
play was the house. This was an 
actual model done by an expert in 
modeling houses. The photographs 
show the model as it looked when 
first set in the window and as it 
appeared after modernizing had been 
completed. Actually however, there 
were six separate and distinct changes 
made in the model before it reached its 
final status. Thus it was different 
from the usual “before”? and “after” 
idea in that improvements were added 
each week for a period of six weeks. 
These improvements had been built 
prior to the showing of the model and 
were in complete readiness to be placed 
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differed slightly from ours. They 
crossed out a few—added a few. At 
length, after all the study and discus- 
sion it seemed wise to devote to it, the 
final list of bonds, mostly legal, was 
ready for submission to our trust 
committee. 

Passing upon the list, the committee 
also put through certain authoriza- 
tions. They were as follows: That the 
trust officer be permitted to use it, 
making his own selection in investing 
funds of trusts up to ten thousand 
dollars, providing he did not invest 
more than one thousand dollars in any 
one corporation. In trusts of ten to 
twenty thousand, he was not permitted 


PERSONAL 
LOAN DEPT. 


4 STEP i WOE - 
NE LEND MONEY ‘oe Ma QUIGGL 
to 


Modernize | 


HOMES 


to invest more than two thousand in 
any one corporation, and in the same 
proportion for larger trusts, and for no 
trust was he given authority to buy 
more than ten thousand dollars of par 
value bonds of any one corporation. 
Also, he must limit the holdings of the 
entire trust department to twenty-five 
thousand in any one corporation. 

The list, it was clearly stated, must 
be subject to regular review, not only 
by the officers, but by consultation 
from time to time with New York 
correspondent banks, and by careful 
consideration and revision at each 
meeting of the trust committee. 

While neither the (See page 29) 


pr rm ao oma oar 
[ses THE HOUSE THAT GREW °° | 


tein eee owe 


ZATION WILL BE PICTURED IN THIS | 
| WINDOW BY A MODEL CONSTRUCTED | 
| TO SHOW EACH IMPROVEMENT... | 


got 





An expert in remodeling houses was employed to show the progressive 
steps of modernizing. The pictures show the model as it was when 
first placed in the window and at completion 


on the model at the appointed time. 

Short selling copy on modernization 
loans, the simple statement, ““We lend 
money to modernize homes,”’ is spotted 
in the large circle at the left-hand 
corner of the display where the eye 
cannot help seeing it. Note, also, how 
the invitation to come inside for further 
information stands out above the rest 
of the display. Also, that the different 
steps in home modernization are actu- 
ally placed in step formation and then 
lighted to make them effective. 

A photograph of the display and 
copies of newspaper advertisements, 
which were run in Minneapolis papers 


at regular intervals, were placed on 
the two information desks in the 
bank’s lobby and also on the desk of 
the manager of the personal loan 
department. These were particularly 
effective in bringing customers to the 
proper officer. 

An actual count of the persons 
mentioning the display as they came 
in to make inquiries was not kept, but 
there were sufficient to know that the 
window was selling Mr. and Mrs. 
Minneapolis on the idea that now is 
the time to fix up the old home and 
that a reasonable and practical method 
of financing it was offered by the bank. 
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CANADIAN NOTES ayo COMMENT 





EMPLOYMENT RQLLS 


Few people realize the importance of 
financial corporations from an employ- 
ment standpoint. The 1931 Dominion 
census placed the number engaged in 
finance in Canada at 92,300. Male 
employees were far in the majority 
with the ratio showing 67,350 men to 
25,000 women. By classification bank- 
ing employed around 29,000, insurance 
companies 39,500, while 16,500 were 
engaged in the investment, trust and 
loan field. 

There is no complete record avail- 
able showing the number of employees 
of the individual banks and financial 
corporations. The Bank of Montreal, 
however, gave some interesting figures 
on its staff in its recent historical ad- 
vertising stressing the growth of the 
bank. From a corporal’s guard of 
seven in the first year of its founding, 
1817, the staff has grown to 6,300 or 
the equivalent of six regiments. The 
staff of the Bank of Nova Scotia was 
placed at 2,372 by the general manager 
in his address at the last annual meet- 
ing of the bank. 


DECLINE IN BRANCHES 


The number of bank branches in 
Canada continues to show a down- 
ward trend. For the first three months 
of the year, commercial banks discon- 
tinued twenty offices and opened one 
new one. During the same period the 
Province of Ontario opened a new 
savings branch bringing the total to 
18 offices. Branches of chartered banks 
in Canada numbered 3,511 at the end 
of March, 1935, against 3,625 for the 
same month last year. This is indica- 
tive of the decline in branches which 
has been going on since the depression 
began to take its toll of unprofitable 
offices. Bank executives point out that 
branch closings have been accen- 
tuated by heavy increases in municipal 
and provincial corporation taxes and 
the loss of note circulation. 


INCOME TAX DEPARTMENT 


One trust officer believes that the 
time is near at hand when all tax- 
paying citizens will delegate the prepa- 
ration of their income tax returns to 
specialists. With amendments and 
sub-amendments to both federal and 
provincial government income tax acts 
coming thick and fast the average 
citizen finds it difficult to follow the 
laws and is relying more and more on 
the specialized service offered by trust 
companies. 


by G. A. G. 





Before the submission of tax re- 
turns, a month or two ago, several of 
Canada’s wideawake trust companies 
took advantage of income tax con- 
sciousness to run some effective spot 
advertising on trust services in prepar- 
ing returns. The Crown Trust Com- 
pany took space in Montreal news- 
papers to offer a pamphlet showing the 
new amendments to the income tax 
act. The Royal Trust was also among 
those who ran current copy stressing 
the services provided by the company 
in preparing tax returns. The income 
tax department has already taken an 
important place in trust activities in 
the Dominion and this class of busi- 
ness has shown rapid growth in recent 
years. 


ESTATE PRESERVATION 


Trust officers must have read with 
interest a western news item which 
related the experience of a Saskatche- 
wan farmer who got into difficulties 
because of his appointment as executor 
for his brother’s estate. The westerner 
who had farmed successfully for 42 
years found himself suddenly pitch- 
forked into the management of a 
$100,000 estate. Eventually the es- 
tate became so involved that the 
farmer had to apply for relief under 
the Federal Farmers’ Creditors Ar- 
rangement Act. The case was typical 
of hundreds of others which lie buried 
in court archives and aptly illustrates 
the troubles and pitfalls awaiting the 
inexperienced executor. 


AWARDS FOR BANKERS 


An interesting suggestion has been 
put forward that banking should have 
some order of merit which would be 
awarded annually to bank officers who 
have contributed to the good of the 
country and the profession generally. 
There is much to commend this idea. 
Other professions have similar awards 
and have demonstrated that it is a 
graceful way of recognizing outstand- 
ing work of members. The Canadian 
Mining Institute which embraces the 
majority of the mining engineers of the 
Dominion, for example, have their 
“Inco” medal. There would be many 
opportunities in banking to confer 
such an award: Officers who have 
shown exceptional and spontaneous 
courage in foiling robberies and assist- 
ing in the capture of criminals; officers 





who by study and specialization have 
attained high standing in their respec- 
tive fields; officers like the late John 
Elliott of Belleville, Ontario, whose 
work in developing the dairy industry 
in the Bay of Quinte area redounded 
greatly to the credit of banking. 

If such an award were sponsored by 
the Canadian Bankers’ Association as 
an official body it would carry more 
prestige than if awarded by the banks 
individually. The presentation would 
focus public attention on the valuable 
work rendered by members of the 
banking profession. 


ODDS AND ENDS 


Clearing House Round: The average 
amount of first mortgage loans made 
by the Canadian Farm Loan Board 
was $2,039, and the average second 
mortgage loan advanced by the board 
was $619, according to information 
submitted in the Canadian Senate... 
The Bank of Montreal established 
some sort of historical record when it 
negotiated the first check issued by 
the Dominion Government on the 
Bank of Canada, dated March 11, 
1935 . . . Canada’s first silver dollar 
was minted by Finance Minister E. N. 
Rhodes and transmitted to King 
George in commemoration of his 25 
years of reign . . . The month’s oddest 
incident: With fire sweeping through a 
Saskatchewan town, a local merchant 
carefully removed the records and 
cash from his store safe and rushed 
them across the street to the vault of 
the local bank. Result: The mer- 
chant’s safe came through the fire 
intact, but the bank vault proved 
partly defective. The cash and records 
were destroyed by fire. . . . Alberta 
Legislature passed resolution asking 
the Dominion Government to investi- 
gate the feasibility of making provision 
for community banks. 


FAR FLUNG FLIN FLON 


The Royal Bank staff magazine 
describes the “movements” of the 
bank’s Flin Flon branch which is 
located in Manitoba’s new copper 
town north of 53. In 1927 the bank 
erected premises on leased property. 
The branch got the moving habit al- 
most immediately as the bank pur- 
chased a lot and the buildingwas moved. 
The office had hardly settled in its new 
location when another move was 


found necessary as the townsite was 
surveyed. The bank premises again 
“went places” when at a still later date 
the new town went in for sidewalks. 















SAFETY 
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SULPHITE PAPERS 
LEAD IN CHECK 
PREFERENCE 

















The trend of bank check usage 
is definitely toward sulphite papers. 
Hammermill was the pioneer in 
making a thoroughly satisfactory 
Safety paper with a sulphite base 
stock. Hammermill is still the leader 
in producing that kind of paper be- 
cause Hammermill Safety has been 
developed and improved in quality 
for twenty years. Examine Ham- 


mermill Safety Paper and judge for 
yourself, 
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HAMMERMILL 
BOOK of CHECK 
STYLES F’y-ee! 


Hammermill has just issued this new 
48-page book of check styles. It is FREE. 
Mail the coupon below. With it you may 
test the qualities of Hammermill Safety. 
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Our Monetary Policy 


(From page 5) the evidence at hand is 
that the prices of basic commodities 
which figure extensively in interna- 
tional trade have been influenced 
by the depreciation of the dollar 
in foreign exchange but that mone- 
tary policy has had little effect upon 
the general price level otherwise. 
The gold price of $35 an ounce repre- 
sents an increase of 69.3 per cent from 
the price of $20.67 which prevailed 
prior to abandonment of the gold 
standard. In the two years from 
March 4, 1933 to March 2, 1935, the 
wholesale commodity price index of 
the Department of Labor increased 
from 59.6 to 79.6 or 33.6 per cent. 
The figures are those for the weeks 
ending on respective Saturdays. In 
the two months following the end of 
the two year period the index rose a 
fraction of a point to 80.3, an increase 
of 34.7 per cent above the low point 
of March 1933. 


[F the price index were to increase 
by 69 per cent from the figures of 
March 4, 1933, it would reach 100.7. 
The index, which embodies prices of 
784 commodities, is based on 100 for 
1926. A 69 per cent increase thus 
would restore the 1926 price level 
which has been the approximate goal 
of the administration. The price level 
has not gone up anything like 69 per 
cent, the amount of the gold price in- 
crease, despite assistance from drought, 
the Agricultural Adjustment Adminis- 
tration, the National Recovery Ad- 
ministration and various spending and 
credit agencies of the government. 
Granting that a very considerable 
advance in the price level has taken 
place, it remains a moot point as to 
whether this has been altogether 
desirable. The higher cost of living 
has tended in part to nullify greater 
purchasing power of industrial workers 
resulting from industrial codes and of 
farmers due to agricultural benefits. 
The silver situation has proved a 
highly disturbing element to the ad- 
ministration. The Chinese Govern- 
ment on several occasions has pro- 
tested against the disorganization of 
its monetary system caused by the 
outward flow of silver attracted by the 
high prices paid by the United States. 
Throughout the agitation for a higher 
price of silver it was contended that it 
would mean an increased power in the 
Orient for American goods. Such a 
theory was disputed by the former 
administration and by critics of the 
silver policies approved under the 
present regime. Events have tended 
to justify the position of the critics. 
The actual effect of a higher price of 
silver, according to the representations 
of the Chinese Government, is defla- 
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tionary upon commodity prices in 
China. Lower prices of Chinese goods 
decrease rather than increase the 
ability to buy from the United States. 

Mexico and Peru were forced to 
take action to protect their currencies 
when the price of silver rose to such a 
point that it became profitable to 
melt down the silver coins of those 
countries. India and Spain would be 
obliged to act similarly if the price of 
silver went much higher than the level 
existing in the early part of May. 

Regardless of the reactions in other 
countries the silver group in Congress 
has not abated in its enthusiasm for 
higher prices of the white metal. 
From their viewpoint high prices for 
silver mean not only abundant pros- 
perity in the silver producing areas 
but contribute to an upward movement 
of the commodity price level and 
provide a more secure foundation for 
the currency system. The answer of 
the critics is that there is no justifica- 
tion for a subsidy to silver producers, 
that there is nothing in the theory 
that silver, like gold, influences the 
commodity price level and that we 
already have too much silver in the 
currency system. The silver certifi- 
cates recently placed in circulation, 
it is pointed out, have to a considerable 
extent replaced Federal Reserve notes 
and have resulted in no substantial 
expansion of currency. 

Despite criticism, the administration 
is expected to go forward with its 
silver purchase program until the 
monetary value of $1.29 is reached. 
Thereafter it is a reasonable assump- 
tion that the silver advocates will urge 
a reduction of the content of the silver 
dollar in the same ratio as the devalu- 
ation of the gold dollar. Such a reduc- 
tion is authorized by the Gold Reserve 
Act. It would mean an increase in the 
monetary value of silver to $2.19 to 
correspond to the $35 price of gold or 
to $2.58 if the price of gold should be 
increased to $41.34, the equivalent of 
a 50-cent dollar. 

The ease with which the Treasury 
has been able to refinance wartime 
securities at lower rates of interest 
testifies to one of the substantial 
accomplishments of the administration 
monetary policy. By use of its powers 
through the managed currency system, 
as well as by policies of government 
spending and credit agencies, the 
Treasury has encouraged an easy 
money condition. It has been the 
purpose to drive down interest rates. 
The process has been to expand bank 
credit by the use of gold and silver 
certificates in connection with govern- 
ment expenditures. Excess reserves 
of the banks have been increased to a 
record-breaking total. It has been 
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made possible to refinance, chiefly 
through the banks, the First and 
Fourth Liberty Loans, the only re- 
maining wartime bonds, at much 
lower interest rates than would have 
been thought feasible a year ago. 
Although the public debt continues 
to mount, the interest charges are not 
increasing proportionately by reason 
of the very considerable saving that is 
being accomplished. 

The success in inducing lower in- 
terest rates is regarded by supporters 
of the administration policies as out- 
weighing all adverse factors. 


THE continued fluctuation of cur- 

rencies in foreign exchange presents 
one of the troublesome features of the 
present situation. Those who believe 
that international stabilization of cur- 
rencies should be brought about at the 
earliest possible date hold that with- 
out such action the revival of world 
trade is not possible. The shrinkage 
of world trade, in the opinion of this 
group, is one of the chief reasons for 
continuation of the depression. To 
restore it, a stable condition in which 
the value of currencies will be definitely 
known is held to be essential. As 
against this view some of those who 
have been influential in the. deter- 
mination of administration policies 
believe that the linking of the dollar 
to the British pound would exert a 


deflationary influence upon American - 


commodity prices and that at least 
until domestic price stability is ob- 
tained there should be no _inter- 
national stabilization. The British, 
under conditions recently prevailing, 
have been content to refrain from any 
move toward stabilization. A sharp 
drop in the British pound was in line 
with an effort to reduce its value 
in dollars before stabilization takes 
place. 

American policies have contributed 
to the situation wherein it has become 
increasingly difficult for the gold bloc 
countries of Europe to retain their 
position. Abandonment of gold by 
Belgium showed the trend. Whether 
France will be able to hold out indefi- 
nitely has been a subject of much 
speculation. 

Looking ahead, it is apparent that 
monetary experimentation has not yet 
ended. More legislation is in prospect 
either in 1936 or 1937. Under the 
Gold Reserve Act the authority to 
adjust the gold content of the dollar 
and to use the $2,000,000,000 stabili- 
zation fund remains in effect for two 
years with power to the President to 
extend it for a third year. The three 
years would expire on January 30, 
1937, which is after the next presi- 
dential election and a little less than 
a month following the convening of 
the Congress which will be chosen at 
that time. The 1937 session seems a 
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logical time in which to attempt an 
overhauling of monetary laws inas- 
much as politics will be less evident 
than in 1936 and there will have been 
enough experience under the new 
statutes to make a sound appraisal of 
the effects. 

It is assumed that the administra- 
tion will come forward with recom- 
mendations for new legislation. What 
the program will be cannot be foretold 
at this time. There will be strong 
pressure from groups influential with 
the administration to establish a 
Federal Monetary Authority with 
power to adjust the value of gold and 
to take over functions now exercised 


by the Treasury through the stabiliza- 
tion fund. 

The opening up of monetary laws 
for amendment will afford an oppor- 
tunity for a crystallization of a move- 
ment by orthodox economists to re- 
turn to a gold standard more nearly 
resembling that in effect prior to 1933. 
The disposition of this group is to 
recognize that it is not practical to try 
to return to the old gold content of the 
dollar but that it is desirable to elimi- 
nate uncertainties accompanying pos- 
sible changes. The group favors 
redemption of currency in gold bullion 
at a definitely fixed value. If this 


group had its way it would repeal all 
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silver legislation and the Thomas 
Inflation Amendment. 

A proposal for the appointment of a 
commission of high standing to make 
an exhaustive study of all banking and 
monetary laws has been gaining strong 
support. The reasons are obvious. 
The new monetary laws represent a 
patchwork which took form, piece by 
piece. At no time has there been 
opportunity for a comprehensive study 
of the entire monetary problem by any 
committee of Congress. The laws 
enacted in 1933 and 1934 were handled 
by three different committees in the 
House of Representatives and by two 
diferent committees in the Senate. 
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In the case of most of them such com- 
mittee consideration as took place 
was perfunctory. The Emergency 
Banking Act, by authority of which 
orders were issued which meant aban- 
donment of the gold standard, was 
introduced in Congress, passed by 
both Houses and signed by the Presi- 
dent in the course of a single day. 
The Thomas Inflation Amendment 
originated on the floor of the Senate 
and was accepted by the House with- 
out going to committee. The Gold 
Reserve Act was rushed through both 
Houses in a period of two weeks. The 
Silver Purchase Act was referred in 
the House to a committee which had 
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not up to that time had anything to 
do with monetary matters while in the 
Senate it did not go to committee at all 
although an earlier silver bill had been 
before the Committee on Agriculture. 

The National Monetary Commission 
of the Taft Administration made a 
notable contribution in the field of 
banking and money. No study of 
similar scope has taken place since 
that time. Crowded into the past two 
years and three months have been 
world-wide developments which have 
had a profound effect upon monetary 
systems. Many recognized authorities 
believe that the appointment of a 
commission which could spend a year 
or more in an impartial survey of 
what has taken place recently could 
be of incalculable assistance to Con- 
gress in the formulation of a permanent 
monetary policy. 


Pushing Loans for 
Modernization 


(From page 16) alert enough to take 
advantage of it is to provide them 
with local forces of salesmen out 
drumming up business of the one type 
which is really needed today —safe 
loans at a remunerative interest rate. 
The bank can have this new business 
force not quite for the asking, but 
certainly at no greater expense than a 
hearty co-operation with the dealers, 
and prompt service in deciding whether 
or not to make each loan. In a town 
no larger than ours, it is possible to 
give an offhand decision to at least 
half the applicants, and to give one- 
day service to practically all of the 
rest. Some few take longer—for 
instance, the last loan we made was to 
a dairy farmer from a town thirty 
miles away, where no local bank is 
making these loans. Naturally it took 
us a little longer to find out about that 
loan, but only long enough to check 
with references in his home town. 
This quick, hearty service on loan 
applications brings in the business in 
greater volume than could any amount 
of platitudinous assurance of a general 
sort. In fact, the word gets around. 
We happen to have our routine so set 
up that the applications are received 
by two of our senior officers who are 
empowered to make decisions without 
referring to any others. This makes 
possible a very quick decision, and one 
amply safe for our purposes. One 
building material dealer comments to a 
contractor customer that he got a 
rapid-fire ‘“‘yes’”’ the other day at the 
Citizens National. A few days later 
in comes the contractor, who has 
never done business with us, to 
inquire if we will make such-and-such 
a loan—and we have a new unpaid 
salesman on our loan-getting force. 
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Of course we have done some things 
to stimulate business for ourselves. 
At the outset, we advertised in co- 
operation with the other banks our 
eagerness to make these loans. We 
have co-operated with the newspaper 
in obtaining any sort of information 
they desired. We have mentioned our 
modernization loans in a good many 
of our regular advertisements. And 
we have taken advantage of a good 
many FHA helps. For instance, with 
our March 31 checking statements we 
enclosed a little government folder 
giving fourteen answers to questions 
about this plan. This cost us nothing 
but the effort of enclosing in the 
envelopes. It brought perhaps a dozen 


tainly these are extraordinarily high 
grade applicants. After all, an appli- 
cant who after five and a half years of 
depression still owns his home and has 
the taxes and interest in reasonably 
good shape —we do not insist on their 
being 100 per cent current if the 
applicant’s finances are obviously on 
the upgrade—is a pretty substantial 
citizen who knows how to fend for 
himself and who may be trusted to 
enter into few obligations which he 
will have difficulty in meeting. 

We are, then, making more loans, 
larger loans, and receiving better 
applications today than ever before 
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since FHA modernization loaning 
started in 1934. The total to date is 
approximately 7 per cent or 8 per cent 
of all our miscellaneous commercial 
loans, excluding commercial paper. 
The earnings from these loans are 
even higher in proportion. We are 
helping a lot of good local business men 
back to their feet by making these 
loans. We are convincing people that 
our bank—and the other local banks 
are accomplishing the same things for 
themselves by the same means—is 
actually willing and eager to loan 
money to responsible applicants. We 
are helping to put local workmen back 





inquiries within the first ten days of 
April, and by mid-April these had 
already generated five good loans. 


T the very outset, in September 

and October of 1934, a good many of | 
the inquiries received in the bank 
were from curiosity seekers and from 
those depression victims who are on 
the alert for any form of government | 
easy money they can obtain. The | 
percentage of turndowns ran rather | 
high for the first few weeks, although it 
required only thirty seconds conversa- 
tion to see what these were and give the 
answer. But ever since, the quality 
of applicants has steadily improved. 
Even counting in those early birds 
looking for juicy worms, we estimate 
that we have not had to refuse loans 
to more than 10 per cent of all the 
applicants. Nowadays a turndown 
is an event, and a favorable decision is 
almost the unbroken rule. 

Likewise, the size of the loans is 
working upward. The first few loans 
were mostly for amounts like $100, 
$200, $300. Then a loan of $500 was 
unusual. Probably the first fifty 
housing loans we made averaged 
around $250. Today the over-all 
average is almost exactly $500, and 
the just-average loan we are making 
today is anywhere from $600 to $800. 
Naturally we prefer the larger loans, 
since the overhead per loan is identical, 
and if the larger loans string out over 
longer terms, so much the better for 
the interest earned. 

There has been no relaxation of 
our standards of credit, nor have we 
ever been lax about these. Neither, 
for that matter, have we been unduly 
strict —as you may gather from what 
has just now been stated about our 
small percentage of turndowns. It is 
simply that in the conditions for such 
transactions there is inherent a natural 
selection which means that most of 
the credit risks are good. When we 
loan out approximately $50,000 on 
monthly payment notes and at the 
end of seven months have not one 
dollar in arrears, despite granting 








90 per cent of the applications, cer- 
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to work, and assisting local home 
owners to maintain the value of their 
property. 

What we have done and are doing 
is nothing beyond the possibilities of 
any well-regarded bank in its home 
town, taking into consideration the 
size of the community and the attitude 
of the other banks. What is more, our 


Costs—the Basis of 


(From page 13) freight, cost of unloading, 
receiving, storage, and other charges 
are added to the primary cost, and when 
the material is used it is put into 
production at this augmented cost. 
Please note that these handling charges 
are not called expenses; they are part 
of the cost of the material. Next, 
direct factory labor is employed to 
process the material and convert it 
into finished product. The wages of 
factory labor is likewise a part of the 
cost of the product, not expense. 
The original labor bill on your home 
is not expense, it is a part of the cost 
of the home. Finally, a proportion of 
factory overhead is allocated to the 
various products, to ascertain the 
complete cost of each product, and in 
turn, the cost of each item. Finished 
products are then turned over to the 
sales department, at cost, and it is up 
to the sales department to sell the 
goods for enough to recover the cost, 
and in addition, to produce a profit 
over and above selling and adminis- 
trative expenses. Here we note that 
salesmen’s salaries are treated as 
expenses, and not costs—that is, they 
do not constitute a part of the cost of 
the product. All of this is reflected 
in two separate and distinct operating 
statements, the Cost Statement, and 
the Profit and Loss Statement. The 
Cost Statement deals only with the 
cost of goods manufactured, while the 
Profit and Loss Statement deals only 
with selling operations. From these 
statements, the manufacturer can as- 
certain the percentage of cost of 
finished product to sales, as well as 
the percentage of selling expense to 
sales, and of course, his percentage of 
net profit. If it so happens that selling 
prices have been reduced as the result 
of competition or economic condi- 
tions, which is often the case, and 
because of this his net profit is unsatis- 
factory, he can then tackle his cost 
statement, with the view of reducing 
costs. This is where banks, in the 
past, have fallen down. 

Now compare these manufacturing 
statements with the customary type 
of bank operating statement, in which 
all items of income are grouped to- 
gether and totaled, and from which all 
items of costs and expenses are 
deducted, the remainder representing 


experience convinces us that right now 
is the time when the largest volume of 
such loans can be stimulated by any 
bank which is not averse to increasing 
its earnings. Nor do we see any good 
reason why the volume of moderniza- 
tion loan applications, whether for 
your bank or for our bank, should not 
increase straight through this summer. 


Operating Control 


the net gain or loss. Assume that the 
net result is disappointing to the 
banker, an experience not uncommon 
to most of us. Under these circum- 
stances, what is the usual procedure? 
We start in to reduce what we are 
sometimes prone to call expenses, not 
costs, mind you, but expenses. We 
trim a little here, and trim a little 
there, cut down on our advertising, 
and economize in every other way 
possible. At the same time we allow 
our true costs, most of which come 
from deposit activity, to run away 
with us. These costs are regulated 
by our customers without restriction, 
while we hope in vain that our sup- 
posed economies, which represent only 
an inconsequential portion of our true 
costs, will correct the trouble. 


I DO not infer that we should make 

no effort to economize —it is always 
good to be thrifty —but would it not 
be more profitable in the long run if 
we sat down and asked ourselves a few 
honest questions regarding our true 
costs? For instance, how much do 
our checking deposits cost us in 
services rendered? How is this cost 
distributed as to personal accounts, 
business accounts, public accounts? 
What is the rate of cost as to the 
whole? as to groups? that is, what is 
the cost expressed in terms of interest? 
Do present money rates justify this 
cost? How does this cost compare 
with the cash rate paid on savings? 
If our checking accounts are costing 
us too much, how much too much? 
How must net profit or loss come from 
our safe deposit boxes? How much 
should a box rent for? How much 
more does it cost us to handle a small 
installment note than a large note? 

Quite some time ago, the persistence 
of these questions aroused my interest 
in bank cost accounting. At about 
the time that I began to experiment 
with various methods, I fulfilled an 
engagement, consisting of a cost in- 
stallation, for a plant dealing in 
concrete products. As I watched the 
machines operate, I became struck 
with the idea that the men walking 
with wheelbarrows of sand, cement, 
and gravel, were like customers bring- 
ing deposits to the bank. As I 


watched the men dump this raw 
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material into the mixer, it seemed 
that they were bringing great quanti- 
ties of checks, currency, and coin to the 
bank and dumping them as raw 
product into the tellers’ windows. The 
man operating the mixer became the 
bank teller, and the other workmen 
became the proof clerks, and book- 
keepers. And finally, as the mixture 
was emptied into moulds, forming 
various shapes of pipe, curbing, build- 
ing blocks, and other items, I thought 
I could see in the finished product, 
loans and discounts, bonds, and other 
types of bank investments. 

It then occurred to me, that 
tellers’ salaries, bookkeepers’ salaries, 
stationery, and other charges arising 
from deposit activities, are not operat- 
ing expenses at all, but are costs of the 
main product in which we déal —credit. 
Our customers have been constantly 
increasing these costs for us, without 
restriction, while we are blindly en- 
gaged in the hopeless task of effecting 
offsetting economies. 

At the same time it also occurred to 
me that the manufacturing type of 
operating statements might be used 
to good advantage by banks in the 
solution of bank operating problems, 
and to provide answers to those ques- 
tions which constantly arise to plague 
bank managers. In the development 
of this theory, I set out to build our 
cost system to fit the manufacturing 
type of statements. Now let us see 
how these statements would look in a 
bank. On the cost statement, in place 
of material costs, inward freight, 
storage, direct labor, and factory over- 
head, we will have the total direct 
costs of the following operating func- 
tions: commercial tellers, proof de- 
partment, addressograph, individual 
ledger bookkeeping statements, to 
which would be added a prorata of 
overhead, and occupancy costs. The 
result is the cost of the finished 
product —credit. On the profit and 
loss statement, gross income from 
loans and investment will take the 
place of sales. From this amount will 
be deducted the cost of goods sold, 
that is, the cost of deposits, or loanable 
funds, which figures will come from the 
cost statement, and the net result is 
the gross profit from sales. Next is 
deducted loaning, note department, 
and credit department expenses, com- 
parable to selling, general, and adminis- 
trative expense of the factory, leaving 
the net operating profit. Finally comes 
the additions and deductions covering 
the gain or loss from safe deposit boxes, 
collection department, trust depart- 
ment, circulation account, and so 
forth. These items are analogous to 
the operation of the plant commissary, 
and other incidental activities. 

The banker with this type of 
operating statements and supporting 
schedules before him can easily reduce 
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the various totals to percentages, and 
thus obtain his purchasing rate for 
funds, percentage of loaning expense, 
and other salient percentages. The 
figures thus obtained are most illumi- 
nating, and if the banker, like the 
manufacturer, finds that the selling 
price of his product —credit —has been 
adversely affected by economic law or 
competition, or if he is unable to 
increase his selling price because of 
legal interest restrictions, he will 
naturally turn to the cost statement 
to see if there is any way in which the 
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cost of his product can be reduced. 
A study of these figures invariably 
leads, for one thing, to the adoption of 
metered service charges, although I 
prefer to use the term cost adjust- 
ments, inasmuch as the revenue from 
these charges does not represent profit 
to the bank, but serves to reduce the 
cost of finished product. And may I 
suggest to those of you who have not 
yet installed the metered system of 
checking account service, as a cost 
control measure, possibly because of 
fear of customer reaction, that a 
thorough knowledge of costs goes a 
long way toward removing this 
timidity and gives one the courage to 
go ahead. Fortified with accurate 
cost information, and the knowledge 
that all unprofitable accounts repre- 
sent only a relatively small proportion 
of total deposits, the banker gains 
confidence and assurance that he can 
justify the charges to any reasonable 
customer. 

The application of factory cost 
accounting theories to bank work, 
brings out some interesting compari- 
sons with the method customarily 
followed by banks which employ a 
cost system. Most banks treat invest- 
ing cost as a charge against deposits. 
In my opinion, the logic of this 
procedure is open to question. Con- 
sider the average account analysis 
form. First the loanable balance is 
ascertained by the deduction of float 
and legal reserve. Next the average 
earning rate, or more often an assumed 
earning rate in excess of the actual 
rate, is applied to the loanable balance 
to find the theoretical amount of gross 
earnings from the account. Item costs 
and loaning costs are then deducted, 
and if the account shows no loss, or an 
even break, it is considered satisfac- 
tory. Obviously, if all accounts were 
operated on a break-even basis, a 
bank could not continue to operate. 

Some banks, in recognition of this 
inequity, have gone a step forward 
and included with item costs and 
loaning costs, an additional deduction 
styled ‘“‘Desired Profit,’’ which is often 
fixed at 1 per cent of loanable balance. 
I fail to see the justification for this 
procedure. It is of no proper concern 
to a bank customer what the bank 
may derive from his account in the 
way of gross income, or net profit. 

It is my belief that bank manage- 
ment should establish a purchasing rate 
for checking deposits, the principal 
product in which a bank deals, and 
that this rate, which is paid in services 
rendered, should not be any greater 
than the cash rate paid for savings 
deposits. What sense does it make 
to a customer to pay him 2) per cent 
for his savings deposit, and at the 
same time pay him up to 5 per cent 
for his checking deposit. What pos- 
sible reason can the banker advance 
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to him for this inconsistency? With 
an equalized purchasing rate, the 
banker can say to his customer, “We 
will pay you 21% per cent for your 
deposit, either in services rendered on 
your checking deposit, or in cash on 
your savings deposit.” 

Getting back to our manufacturing 
theory, the commercial department 
receives the raw product in which we 
deal, processes it, and turns it over to 
the investment, or sales department as 
finished product, at a cost of not more 
than 2% per cent. It is then up to 
the sales department to sell an amount 
of this product in excess of legal 
reserves at a price sufficient to cover 
selling and general expenses. In this 
way the desired profit is automatically 
taken care of, as the purchasing rate 
will be raised or lowered in keeping 
with the current money market. More- 
over, the necessity of reserve deduc- 
tions for account analysis is eliminated. 
The less we have to explain to the 
customer, the better. 


[XN my opinion, a cost system to be 

of real value, must be comparatively 
simple to operate. Complicated sys- 
tems are burdensome, and in many 
cases the results do not compensate for 
the efforts expended. It is really sur- 
prising how easily a workable cost 
system can be set up with practically 
no additional expense or clerical effort. 
A few extra sheets in the expense 
book, a few printed forms on which 
to calculate expense distributions, and 
a columnar pad for the semi-annual 
statements, are all that are needed. 
The heart of any cost system is found 
in a proper distribution of expenses by 
departments, or operating functions, 
and in a similar segregation of gross 
income. In our bank we have seven- 
teen functional expense distributions, 
all of which are subsidiary to the 
general expense control. All items of 
expense are charged at the time of 
payment directly to the department 
benefited. If more than one depart- 
ment is benefited, the charge is pro- 
rated equitably. We make use of an 
account styled ““Occupancy Costs” to 
which rent, heat, light, janitor’s salary, 
building supplies, and related items 
are charged. At the end of the account- 
ing period, the total of this account is 
prorated to the operating departments, 
upon the basis of floor space, except 
the part prorated to the main lobby, 
which is distributed to the depart- 
ments on a utility basis, assuming that 
the commercial department makes 
most use of the lobby. Items that 
cannot be charged to any particular 
account, such as institutional adver- 
tising, are put in the “Overhead 
Account” and the total of this account 
is prorated at the end of the accounting 
period to the operating departments 
in the ratio of direct expense. 
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In starting a cost system, one may 
become temporarily confused over the 
distribution of taxes on capital stock, 
or possibly such items as salaries of 
employees serving at more than one 
task. Capital stock taxes do not 
represent a part of the cost of deposits, 
but are in the nature of an excise tax, 
and, therefore, should be deducted 
from gross income. Salaries may be 
prorated to departments. 

When departmental costs have been 
ascertained at the end of the account- 
ing period, it is a simple matter to 
obtain item costs by adding together 
appropriate departmental costs and 
dividing by the number of items 
handled. For instance—to ascertain 
the clerical cost of handling a note, 
divide the cost of operating the note 
department by the number of notes 
handled. If two-thirds of the note 
department time is spent handling 
small installment notes, divide two- 
thirds of the expense by the number of 
such notes handled, and similarly 
divide one-third of the expense by the 
number of other notes handled. 

For the ultimate purpose of analyz- 
ing checking accounts, either individu- 
ally or by groups, it is necessary to 
keep a daily record of float on each 
account, and the number of items 
handled. This information is obtained 
as a by-product of proving the de- 
posits, and is noted on the deposit 
tickets, either by tellers, or proof 
clerks, according to who breaks up 
the deposits. The record of daily 
float, and the number of items de- 
posited are accumulated on work sheets, 
and totaled at the end of each month. 
Some banks accumulate this informa- 
tion on the customers’ statements with 
the use of specially built bookkeeping 
machines now available. 


Investing Trust 
Funds 


(From page 20) regular review, nor the 
extremely careful method of drawing up 
the list, precluded the possibility of a 
loss, it would certainly tend to keep 
the degree of safety at a high mark. 
Considering the small amounts to be 
invested from time to time, and the 
restrictions laid upon the trust officer, 
all trusts would have a diversification 
of investments, with no large holdings 
in any one corporation. 

The plan is working out satis- 
factorily. The trust department has 
its list of comparatively few high 
grade, mostly legal securities —an in- 
spiring list, when one stops to think 
that the talents, experience and judg- 
ment of many men thoroughly schooled 
in the handling of investments, has 
been focused on its pages—a compact 
list, easy to keep track of, easy to 
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refer to. Delay is done away with 
since there is no further necessity of 
waiting for trust committee meetings, 
nor of calling special sessions to pass 
on investing available funds. Every 
day, the members of the trust depart- 
ment feel more satisfied with the 
authority given to proceed within the 


specified limits. We believe that it 
strengthens our relations with the 
public. That feeling of confidence 
which we stressed as being so sorely 
needed at the present time, is being 
created with the customer because the 
trust officer and others in charge are 
rendering a better and quicker service. 


In writing to advertisers please mention The Burroughs Clearing House 
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ADDING + BOOKKEEPING « BILLING MACHINES + TYPEWRITERS + CASH REGISTERS + POSTURE CHAIRS - SUPPLIES 


OT’ 


Other 
BURROUGHS 


Calculators 





ELECTRIC DUPLEX 


Furnishes individual totals and 
accumulates a grand total in one 
handling of the figures. No re- 
capping—no extra work necessary. 





13 COLUMN ELECTRIC 


14 column totaling capacity with 
all of the features of the 9 column 
model illustrated on opposite page. 





5 COLUMN 


Has 6 column totaling capacity. 
Hand operation only. Especially 
useful in handling small amounts. 
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SPEED aud 


BANK 


Banks save time, reduce mental fatigue and 
assure accuracy on today’s increased volume 
of calculating by using Burroughs Electric Cal- 
culator. They find this machine extremely 


valuable on 


Figuring and checking savings interest 
Figuring float 


Determining average collected balances 
Analyzing accounts 
Figuring service charges 


Figuring and checking interest on notes, 
bonds and mortgages 


Burroughs Electric Calculator is fast and easy 
to operate. A light touch actuates the motor 
and the motor instantly completes the oper- 
ation. Investigate this machine to see how it 
speeds and simplifies figuring. Call the nearest 


Burroughs office for a complete demonstration. 


BURROUGHS ADDING MACHINE COMPANY 
DETROIT, MICHIGAN 
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ACCURACY oz af 
CALCULATING 





BURROUGHS 
Electric Calculator 


ef | Light, uniform key touch 

NOTE 2. ‘9’ key depressed as easily as the ‘1’ 

THESE Each key always registers its full value 

FEATURES : 4. Easily operated; motor does the work 
8 Clearing bar instantly clears the dials Ask for a demonstration 
6 Dials are large and figures legible on figuring service 
Easily carried to any desk charges 
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(From page 8) things run into a lot of 
money and Southwell likes to play safe. 
There is some further detail to 
attend to, of course. It deals with a 
passenger’s enjoyment on shipboard. 
A letter to the steamship company, 
mentioning the customer’s importance 
at home and asking that he be placed 
on the preferred list helps secure him a 
well-located steamer chair and a seat 
at a jolly table in the dining room. 
A mention of baggage insurance and 
accident insurance sends the prospec- 
tive traveler to the agent of his choice 
to secure this necessary protection. 
Traveler’s checks are sold through the 
bank’s own exchange department. 


io the customer is new to travel, 

Southwell may drop some hints about 
tipping. Most people want to be 
average tippers, generous enough to 
salve their consciences and to reward 
good service without being extrava- 
gant. Others want a lot of elementary 
information —how to get the most out 
of the trip, how to make friends on 
shipboard, how to avoid trouble at 
the customs, and so on. 


“What’ll I wear?” plenty ask. 
Southwell refers them to a_ local 
haberdashery or cruise shop. This 


creates good will. Everybody who 
travels has to buy something in the 
way of trunks, suit cases, toilet goods 
or clothes. One man spent more for 
his cruise outfit than the whole trip 
was to cost. 

When a customer comes home, 
Southwell calls on him to ask if every- 
thing was satisfactory. May the 
bank mention him as a satisfied cus- 
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Travel Department Profits 


tomer? This follow-through leaves a 
friendly feeling. 

Commissions on travel are 5, 71% or 
10 per cent, depending on the line and 
the season and the circumstances. 
There is usually no sales expense, other 
than selling-time and postage and a 
reasonable amount of telephoning. If 
a customer wants to know in a hurry 
whether a certain stateroom is still 
available, Southwell tries to have him 
pay the cost of a telegram or call to 
New York. He recently delivered 
five tickets, costing $250 a piece, and 
his whole expense had been about $2 
worth of gasoline. 

The big expense here is advertising, 
but that is not charged direct to the 
travel department because in its way 
it helps keep the bank’s name before 
the public. Twice a week the local 
papers carry an ad featuring the travel 
or savings or checking or foreign 
exchange or some other department 
of the bank. At 12:30 and 9 every 
day the bank puts on a news broad- 
cast of 10 minutes over station WAZL 
in Hazleton. During the current 
baseball season the local games are 
being broadcast by the bank, and a 
moderate amount of plugging is in- 
serted at opportune places. 

Every broadcast tells something 
new about the bank. ‘““The Markle 
Banking & Trust Co. has sent a lot of 
tourists all over the world, and these 
people come back and tell us strange 
things about foreign lands,” a recent 
talk started. Then followed a series of 
short observations from different coun- 
tries. This material—an abundance 
of it —is furnished in readable form by 


the steamship companies’ 
department. 

A while ago President Markle asked 
Southwell how many people were 
listening to the bank’s broadcasts. 
They decided to offer a mechanical 
pencil free to all who responded to a 
broadcast and who stated that they 
were regular listeners. Within four 
days 839 people applied! A thousand 
pencils had been provided, but more 
had to be ordered —and this excluded 
school children who, of course, mobbed 
the bank in a futile attempt to win 
pencils free. The bank figures that 
95 per cent of these requests were 
legitimate. 

Once a month the travel department 
mails a free magazine, ““The American 
Traveler,’ to a selected mailing list 
of 150 prospects. Postage costs 3 
cents a copy, and the magazine costs 
a nickel apiece in lots of 100 or over, 
including the bank’s imprint on the 
front cover. 

Literature keeps coming. Most of it 
is imprinted, or else the bank rubber- 
stamps its name in the proper space. 
Sometimes travel booklets would pile 
up and swamp the bank, unless they 
kept them moving. Whenever a sur- 
plus accumulates, Southwell sends 
them over to one of the local schools. 

“Travel departments go well in 
many banks,” concludes Southwell. 
“The Miners Bank in Wilkes-Barre, 
the First National in Scranton and the 
West End Trust in Newark are all 
successful in this line. Our bank is a 
newcomer to the travel field. But we 
have made a nice start and we can see 
further business ahead.” 


publicity 


Recent Court Decisions 


(From page 18) degree of care in protect- 
ing the rights of the other parties until 
a legal result has been regularly reached. 
It follows that banks are under a duty 
to protect the interests of depositors. 

““When the bank gave prompt notice 
to the depositor of the attachment, 
advised her that prompt action upon 
her part was necessary and answered 
the interrogatories in the manner 
stated, we think it performed its full 
duty under the circumstances of this 
case.” (Mulvihill vs. Philadelphia 
Saving Fund, 177 Atlantic Reporter, 
487.) 


Trust Termination 


May the beneficiaries of a trust 
estate by agreement among themselves 
terminate the trust and force the dis- 
tribution of the principal, even where 
the trustee does not consent? 

This question came before the Court 
in a recent New Hampshire case, where 
it was decided that if all the purposes 


of the trust have been accomplished 
and all the parties beneficially inter- 
ested are of full age, the trust may be 
terminated by agreement and distribu- 
tion made. Citing a number of 
authorities in support of this proposi- 
tion, the Court said: 

“The beneficiaries of a trust, if all 
consent and none is under an incapacity, 
can compel its termination if the con- 
tinuance of the trust is not neces- 
sary to carry out a material purpose of 
the trust although the period fixed by 
the terms of the trust for its duration 
has not expired.” (Eastman vs. First 
National Bank, 177 Atlantic Reporter, 
414.) 


Premature Foreclosure 


The premature foreclosure of a 
mortgage on real estate was one of the 
elements in a case before the Supreme 
Court of New Hampshire not long ago. 

The aggrieved mortgagor in .such 
case, the court ruled, may have either: 


1. The setting aside of the fore- 
closure sale and restoration of the 
property; or 

2. Money damages from the mort- 
gagee to the extent of the value of the 
property at the time of the sale less the 
amount of the mortgage. (Guay vs. 
Brotherhood Bldg. Assn., 177 Atlantic 
Reporter, 409.) 


Trustee Liability 


Once more the liability of a trustee 
for depreciation in value of trust in- 
vestments has come up for judicial 
determination in an appellate court. 
Tersely the Supreme Court of Penn- 
sylvania defines the trustee’s position 
in a recent decision: 

“A trustee can be held to no higher 
duty than such an exercise of good 
business judgment and foresight, under 
the existing circumstances, as a prudent 
man would use in handling the prop- 
erty of another.” (MacFarlane’s 


Estate, 177 Atlantic Reporter, 12). 


PRODUCED IN THE BURROUGHS PRINT SHOP 
S.A. 4070-6-35 


AT DETROIT, MICH., U.! 














